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WEDNESDAY, FEBRUARY 5, 1958 


Untrep States SENATE, 
CoMMITTEE ON AGRICULTURE AND FORESTRY, 
Washington, D.C. 

The committee met, pursuant to call, at 10:15 a. m., in room 324, 
Senate Office Building, Senator Allen J. Ellender, chairman, pre- 
siding. 

Present Senators Ellender (chairman), Johnston, Holland, East- 
land, Humphrey, Symington, Talmadge, Aiken, Young, Thye, Mundt, 
Williams and Schoeppel. 

The CuatrMan. The committee will please come to order. 

I wish to state for the record that, although we are starting hearings 
this morning on Public Law 480, that the Frartnal will not be closed 
today. There are others who may desire to be heard, and opportunity 
will, of course, be afforded them. Off the record. 

(Discussion off the record.) 

The Cuarrman. All right, we shall now proceed with the hearings 
on an extension of Public Law 480. 

At this point in the record, I desire to place S. 3039, S. 3223, a state- 
ment by Read P. Dunn, Jr., director of foreign trade, National Cotton 
Council of America; and also a letter addressed to me as chairman of 
this committee, signed by Herschel D. Newsom, president of the Na- 
tional Grange. 

(The bills, statement, and letter referred to are as follows :) 


{S. 3039, 85th Cong., 2d sess.] 
A BILL Amending the Agricultural Trade and Assistance Act of 1954, as amended 


Be it enacted by the Senate and House of Representatives of the United States 
of America in Congress assembled, That the Agricultural Trade Development and 
Assistance Act of 1954, as amended, is amended as follows: 

(a) Sections 109 and 204 of such Act are amended by striking out “1958” and 
substituting in lieu thereof “1959”. 

(b) Section 103 (b) of such Act is amended by striking out “$4,000,000,000” 
and inserting in lieu thereof “$5,500,000,000”’. 


[S. 3223, 85th Cong., 2d sess.] ‘ 


A BILL To amend the Agricultural Trade ane and Assistance Act of 1954, as 
amende 


Be it enacted by the Senate and House of Representatives of the United States 
of America in Congress assembled, That section 103 (b) of the Agricultural Trade 
Development and Assistance Act of 1954, as amended (Public Law 480, Eighty- 
third Congress) is amended to read as follows: 

“(b) Transactions shall not be carried out under this title during the period 
ending June 30, 1958, which, together with transactions heretofore carried out, 
will call for appropriations to reimburse the Commodity Credit Corporation, 
pursuant to subsection (a) of this section, in amounts in excess of $4,500,000,000. 
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‘Transaction shall not be carried out under this title during the period beginning 
on July 1, 1958, and ending on June 30, 1960, with respect to commodities having 
a total market value in excess of $3,000,000,000.” 

Sec. 2. (a) Section 104 of such Act is amended by inserting before the period 
at the end of the first sentence of paragrah (h) thereof the following: “and for the 
financing of programs for the interchange of persons under title II of the United 
State Information and Educational Exchange Act of 1948, as amended (22 
U.S. C. 1446)”. 

(b) Paragraph (j) of such section is amended to read as follows: 

“(j) For providing assistance to activities and projects authorized by section 
203 of the United States Information and Educational Exchange Act of 1948, as 
amended (22 U.S. C. 1448) ;”. 

(c) Such section is further amended by adding after paragraph (j) the fol- 
lowing new paragraphs: 

“(k) For providing assistance, by grant or otherwise, in the establishment 
or expansion in foreign countries of schools, colleges, or universities founded 
or sponsored by citizens of the United States, for the purpose of enabling such 
educational institutions to carry on programs of vocational, professional, scien- 
tific, technological, or general education ; 

“(1) For providing assistance, by grant or otherwise, in the establishment 
or expansion, and in the operation, of vocational education facilities in foreign 
countries ; 

“(m) For the financing of reconstruction, rehabilitation, health, self-help, 
and other technical assistance-type projects by American voluntary nonprofit 
agencies registered with and recommended by the Advisory Committee on 
Voluntary Foreign Aid ; 

“(n) For financing research projects in foreign countries to find new uses 
for United States agricultural commodities whereby consumption and use of 
these commodities can be expanded.” 

Sro. 3. Section 109 of such Act is: amended by striking out “June 30, 1958” 
and inserting in lieu thereof “June 30, 1960”. 

Sec, 4. (a) Section 201 of such Act is amended by inserting after the words 
“out of its stocks” the words “or from private stocks”. 

(b) Section 202 of such Act is amended by inserting after the words “Com- 
modity Credit Corporation stocks” the words “or from private stocks”’. 

Sec. 5. The first sentence of section 203 of such Act is amended to read as 
follows: “Not more than $800,000,000 (including the Corporation’s investment 
in the commodities) shall be expended with respect to transfers made and other 
costs incurred under this title prior to July 1, 1958, and not more than $500,000,000 
(including the Corporation’s investment in the commodities) shall be expended 
with respect to transfers made or costs incurred during the period beginning 
on July 1, 1958, and ending on June 30, 1960.” 

Seo. 6. Section 204 of such Act is amended by striking out “June 30, 1958” 
and inserting in lieu thereof “June 30, 1960”. 

Sec. 7. Section 303 of such Act is amended to read as follows: 

“Sec. 303. In addition to other authorized methods and means of disposing of 
agricultural commodities owned by the Commodity Credit Corporation, the 
Secretary is directed to protect the funds and assets of the Commodity Credit 
Corporation by barter or exchange of such agricultural commodities for (a) 
materials entailing less risk of loss through deterioration or substantially less 
storage charges, or (b) materials, goods, or equipment required in connection 
with foreign economic and military aid and assistance programs or (c) materials 
or equipment required in substantial quantities for offshore construction pro- 
grams, he is hereby directed to use every practicable means, in cooperation with 
other Government agencies, to arrange and make, through private trade channels, 
such barters og exchanges or to utilize the authority conferred on him by sec- 
tion 4 (h) of the Commodity Credit Corporation Charter Act, as amended, to 
make such barters or exchanges: Provided, That the total volume of the trans- 
actions directed by this section shall not exceed $500,000,000 annually, unless 
approved by the Congress. The authorities contained in this section shall, in 
addition to other types of transactions, permit the domestic processing of raw 
materials of foreign origin or of domestic origin where the domestic processor 
will agree to import an equivalent amount of similar foreign material. Agencies 
of the United States Government procuring such materials, goods, or equipment 
are hereby directed to cooperate with the Secretary in the disposal of surplus 
agricultural commodities by means of barter or exchange. Materials so acquired 
by the Commodity Credit Corporation shall be considered as assets of the Cor- 
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poration and other agencies of the Government, in purchasing such materials, 
shall purchase such materials from Commodity Credit Corporation inventories 
to the extent available in fulfillment of their requirements. The Secretary is 
also directed to assist, through such means as are available to him, farmers’ 
cooperatives in effecting exchange of agricultural commodities in their posses- 
sion for strategic materials.” 

Sec. 8. (a) Section 206 (a) of the Agricultural Act of 1956 is amended by 
striking out the words “Strategic and other materials’ and inserting in lieu 
thereof “Materials”. 

(b) Section 206 (b) of such Act is amended by striking out the words “Stra- 
tegic materials’ and inserting in lieu thereof the word “Materials”. 

Sec. 9. Section 416 of the Agricultural Act of 1949, as amended, is amended by 
striking out the words “in the case of food commodities” in clause (3) of the 
first sentence ; by striking out the word “food” in clause (4) of such sentence; 
by striking out the word “food’ in the second sentence and inserting in lieu 
thereof the words “agricultural commodities”; and by striking out the word 
“food” in the next to the last sentence. 


WASHINGTON, D. C., February 4, 1958. 


Re National Grange support for extension of Public Law 480. 
Hon. ALLEN J. ELLENDER, 
Chairman, Senate Agriculture and Forestry Committee, 
Senate Office Building, Washington, D. C. 

Dear Mr. CHAIRMAN: The National Grange supports in principle pending legis- 
lation before your committee to extend Public Law 480, known as the Agricultural 
Trade Development and Assistance Act of 1954. 

This support is based upon action taken by our delegate body assembled in 
annual session at Colorado Springs, Colo., in November 1957. The language of 
the resolution adopted by this delegate body is as follows: 

Whereas Public Law 480 has proved to be an effective instrument in enabling 
United States surplus agricultural commodities to be marketed in foreign coun- 
tries which otherwise could not purchase such commodities because of the lack 
of dollar exchange, and 

Whereas Public Law 480 offers tremendous opportunities for developing new 
and expanded markets and for the carrying out of market development activities : 
Therefore be it 

Resolved, That the National Grange support an increase in, and extension of, 
Public Law 480 and recommends that a greater use be made of the local cur- 
rencies for market development work. 

The National Grange executive committee meeting on January 17, 1958, 
further spelled out the details of National Grange policy in this field with these 
words: “The committee instructed the staff to support extension of Public Law 
480, preferably for a 2-year period, with a provision for authority to use the funds 
for a reasonable period beyond the period for which the actual authority for 
sales is granted.” 

The National Grange therefore urges your committee and the Congress to 
approve authority for a 2-year extension of Public Law 480 instead of a 1-year 
extension at a level of $1.5 billion for each of the 2 years. There is no question 
in our mind but what the act will serve a highly useful and currently vital func- 
tion for at least 2 more years. By granting now a 2-year extension of authority 
for the act, the administration of the act can be planned and implemented on a 
more efficient and effective basis than would be true under a 1-year extension. 

We feel also that your committee and the Congress will want to again consider 
seriously emphasizing the “market development” features of the program in 
such a way as to dispell any doubt on the part of the administrators of the act 
of the intent of Congress. 

The Grange furthermore strongly concurs in the position of the Congress as 
heretofore expressed through the reports of both the Senate and the House 
Committees on Agriculture relating to Public Law 480 and in the report of the 
conferees dealing with the bill, concerning the sale for foreign currencies of 
plentiful farm commodities or products not under price support or in the hands 
of the Commodity Credit Corporation. 

For instance in the report of the Committee on Agriculture of the House 
last year, it was stated “to effectively stimulate and facilitate foreign trade in 
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these commodities and products, and to further the policy of Congress as declared 
by section 2 of the act, necessitates full recognition by the Secretary of Agricul- 
ture and other administrative officials of the intent of Congress to make any 
surplus agricultural commodity as defined in the act eligible for sale under the 
authority of the act, whether or not the Commodity Credit Corporation owns or 
has acquired stocks of such commodities under price support programs.” 

The committee further admonished the Secretary that “substantial market 
potential exists in many countries of the world for our surplus agricultural 
commodities which are not under price support or which are not acquired by the 
Commodity Credit Corporation, and every effort should be made by the Secretary 
to utilize the authority of this act to assist in the development of markets for any 
surplus agricultural commodity and its products and to authorize the sale thereof 
whenever a market potential exists or appears to exist.” 

The report of the Senate Committee on Agriculture and Forestry in extending 
Public Law 480 last year reiterated its previous position on this matter through 
a colloquy between the then Assistant Secretary of Agriculture, Earl Butz, and 
Senator Holland to the effect that the fruit industry representing a nonsupported 
and non-CCC commodity, or any other similar agricultural industry should not 
be penalized simply because it does not ask for price supports and has not per- 
mitted its products to get into Government hands or be supported by loans. 

The conferee committee, dealing with the extension of Public Law 480 last 
year declared it to be the intent of Congress “that all surplus agricultural com- 
modities, regardless of the kind, will be made available for sale under the act 
without the imposition of conditions which would prevent or tend to interfere 
with their sale. Rather than in any way seeking to discourage or impede sales of 
surplus commodities, their sales should be emphasized, if it appears that by such 
sales under this act a future market for dollars in the regular course of interna- 
tional trade may be established for such commodities.” 

Respectfully yours, 
HerscHet D. Newsom, 
Master, National Grange. 





STATEMENT FILED BY Reap P. DuNN, Director ForREIGN TRADE DIvIsIon, NATIONAL 
CoTTton COUNCIL OF AMERICA 


My name is Read P. Dunn, Jr., I am director of the foreign trade division of 
the National Cotton Council. As you know, the National Cotton Council repre- 
sents the six primary cotton interest groups—the producers, merchants, ginners, 
warehousement, cottonseed crushers, and spinner. The National Cotton Council 
has supported the Agricultural Trade Development and Assistance Act, generally 
known as Public Law 480, since its inception. Some 2.7 million bales of cotton 
have been authorized for export under the program from its inception until the 
1st of January. Several hundred thousand bales additional are expected to be 
authorized under current funds. The benefit to cotton is obvious. 

The National Cotton Council recommends that Public Law 480 be continued 
on a temporary basis as an assistance in disposing of the current surplus and 
in aiding those foreign countries which have insufficient dollar exchange to 
finance their cotton requirements. 

The proportion of the total available funds which will be used for cotton this 
fiscal year, according to current reports, will be considerably below the pro- 
portion devoted to cotton in previous years and considerably below the require- 
ments of our regular customers which find themselves temporarily in balance- 
of-payments difficulties. The council vigorously opposes any discrimination 
against cotton and cottonseed products in the use of Public Law 480 for financing 
exports and urges that American-grown extra long staple cotton be included 
for export financing under the Public Law 480 program. 

Now, Mr. Chairman, I would like to take this opportunity to tell the committee 
about some of the market development operations under Public Law 480 in 
which we have been engaged in an effort to expand the market outlet for Ameri- 
can cotton. 

The National Cotton Council was organized for the purpose of expanding 
cotton consumption in the United States. The gains that have resulted from 
research and promotion in the face of an uncompetitive price have been large. 
The gains in the apparel and household field alone that have resulted from re- 


search, development, and promotion have totaled more than a million bales 
annually. 





| 
| 
| 
| 








PUBLIC LAW 480 EXTENSION 5 


Cotton Council International was formed last -year as a brother organization 
to the National Cotton Council to promote increased consumption of cotton 
abroad. The National Cotton Council makes its staff of specialists available to 
Cotton Council International. 

The need for world promotion of cotton was realized by industry and goy- 
ernment long before Cotton Council International was organized. Sporadic at- 
tempts at promotion overseas were made by individual groups in various 
countries. 

A few manufacturers advertised brand names, but in most cases the ads did 
not mention cotton. Retail advertising as we know it was practically non- 
existent in the rest of the world, and retail promotion of cotton products un- 
heard of. 

The National Cotton Council, working on an informal basis, had been able 
to interest one or two industry groups in undertaking a few experimental pro- 
motion projects. 

Real impetus came to these cotton promotion programs after the market 
development phase of Public Law 480 program was inaugurated. The offer of 
direct technical assistance by the council and cooperative funds by USDA under 
the Public Law 480 program provided the incentive for a concentrated program. 

The annual budget currently for the various promotion programs abroad is 
about $3 million. Almost two-thirds of this amount is being raised privately 
through contributions of member industry groups. One-third is being contrib- 
uted through the Foreign Agricultural Service from funds made available by 
Public Law 480. These programs involve about 117 distinct campaigns operated 
by about 100 promotion, public relations, or market research specialists—many 
of them trained by Cotton Council International. 

The nine countries with which we have cooperative agreements are France, 
Belgium, Holland, Germany, Austria, Switzerland, Spain, Italy, and Japan. We 
have been working informally with the British where a sizable program is under 
way and an agreement is expected to be signed with England within the next 
few weeks. 

Canada, Portugal, Finland, Sweden, and Australia have indicated strong 
interest in developing programs and discussions are currently in progress. 

In addition, we are cooperating informally with several other exporting 
countries. Mexico and Colombia already have domestic promotion programs 
and are interested in more technical assistance. Egypt and Sudan, two ex- 
porting countries with foreign promotion programs, are also interested in closer 
cooperation, as are Greece, Syria, Pakistan, and India. We do not anticipate 
any financial contribution to other producing countries, only technical assistance 
and some market research. 

Basically, the program is designed to accomplish its objective through two 
methods: First, by stimulating a desire on the part of individual consumers to 
be better dressed and have more attractive homes; second, to improve the fabri- 
eation and distribution of cotton clothing and household textiles to make better 
quality products available at more reasonable prices. Of course, the program 
seeks to convince consumers that these objectives can best be achieved with 
cotton products. 

Attached is an outline of programs for cotton market development in the 
various countries pursuant to the cooperative agreement between the United 
States Department of Agriculture and Cotton Council International under the 
market development section (104 (a)) of the Agricultural Trade Development 
and Assistance Act. 

Of course, these are long-range programs. They must be continued for several 
years before we can claim any lasting benefits. We may, however, be able to 
get a little indication of possibilities by looking at returns from the three coun- 
tries where the programs have been in operation the longest—France, Germany, 
and Japan. 

In the 1956-57 season in Japan, domestic consumption of cotton products 
averaged 7.4 pounds per person, 20 percent more than the preceding year. The 
Japanese give the cotton promotion program a big share of the credit for this 
outstanding gain in their home market. Cotton’s increase was, in fact, greater 
than the increase in national income, textile sales in general, and overall con- 
sumption in Japan for the same period. 

Looking at it in terms of bales, the estimates for 1956-57 show an increase 
in consumption of 155,000 bales in France and 106,000 bales in Germany, the 
other two senior programs. Each of the newer cooperators reflects a gain over 
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the previous year, but not of that size. There are many factors involved, but 
certainly promotion contributed to these increases. We have always regarded 
5 or 5% million bales as our traditional export market. If these programs 
live up to their early promise I will not be surprised if we soon come to con- 
sider 7 or 8 million bales as our traditional level of exports. 

We think that such expansion may really be on the conservative side when 
measured in the light of mushrooming world populations and standards of 
living. 

You have heard us talk of increasing world per capita consumption of cotton 
by 2 pounds per person, little more than that required for 1 or 2 simple basic 
garments. Surely that can be done in Japan, where consumption has gone up 
over a pound in little more than a year. Surely it can be done in Western 
Europe where recent years have added at least a pound. But in these teeming 
underdeveloped countries, where the average man now uses a trifling 2 to 4 
pounds of cotton, at what is usually a subsistence economy, we may some day 
see rates of growth beyond our brightest imaginings. 

One of our staff members and a member of the USDA staff have just returned 
from a 3-month study in Asia and the Far Hast of some of the market develop- 
ment possibilities in those areas. We see what appear to be tremendous oppor- 
tunities, and almost unbelievable obstacles and problems. We are going to 
concentrate on research to develop some workable plan which will let us take 
all possible advantage of the potential of these sleeping markets. It is years 
away, but we believe that the future mass markets of the world most probably 
lie in lands we now call underdeveloped. 

Even with known conditions, however, we believe it is reasonable to expect 
the future to make possible new consumption outside this country of 10 million 
or more bales per year. Our simple 2-pound increase would give us that much. 

What we do know is that we are seeing a tremendous worldwide revival of 
interest, enthusiasm, and spirit among all concerned with the growing, process- 
ing, and distribution of cotton. This new spirit for cotton must not be allowed 
to fade. The economic interest of our own industry—and of every other pro- 
ducing or consuming nation—demand that the programs which we have 
developed continue and enlarge. 

Our goal is effective, organized, international promotion for cotton. We do 
not, in my judgment, have any sensible choice but to proceed toward it at the 
best speed we can manage. 

In time we hope these foreign promotion programs can be financed entirely 
with private funds and we are now making plans toward this end. However, 
it will take several years before private financing can be expected to take over 
this job entirely. During the interim funds from section 104 (a) of Public Law 
480 will be vital in continuing and enlarging these programs to increase the 
consumption of cotton and cotton products around the world. 


OUTLINE OF PROGRAMS 
AUSTRIA 


Fashion: Vienna Fashion Week; designer contact, trade and consumer ad- 
vertising (6% pages in 2 magazines), publicity photo service. 

Press: Press sheet to 357 outlets, press conferences (1 resulted in 145 stories 
and/or photos in press). 

Retailer: Booklets (translations of Why Cotton, Count on Cotton); dealer 
aids, trade press ads. 

Public relations: Industry bulletin. 

Special campaigns involving sales planners, dealer aids and trade ads for 
sportswear, household products and gifts. 

Market research: Quantitative survey; retailer opinion survey. 

Venice International Fashion Show. 


BELGIUM 


Press: Press sheet to 170 outlets; special press events resulting in 512 stories 
and/or photos from January to September. 

Cotton week: 10,000 stores cooperated. 

Fashion: Touring cotton fashion show (83 events). 

Educational: Sample boxes, booklets (100,000). 

Public relations: Industry bulletin, May Queen (12 television shows), cotton 
ballet on television. 

Cotton festivals: 21 shows, contests (resulted in 31 press articles). 

Maid of Cotton: Tour events covered in 173 papers. 
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FRANCE 

Fashion: Designer liaison; advertising (20 pages in 3 fashion magazines) ; 
bulletin to 300 outlets (placed 1,100 photos). 

Retailer: Advertising in trade press (31 pages for women’s wear, 17 for men’s 
wear, 10 for children’s, 16 for household ; total of 74 pages). 

Press: Press sheet to 300 outlets for regional press; news bulletin which 
placed 1,380 photos (total results in press coverage: 2,480 pages including 75 in 
trade magazines, 200 in fashion magazines, 10,758 lines in newspapers, and 
10,000 lines in 15 papers covering Maid of Cotton). 

Sales training: Booklets (Why Cotton translation). 

Educational: Motion picture (160 prints shown all over France), sample 
boxes, mili visits. 

Public relations: Industry bulletin. 

Maid of Cotton. (See press summary.) 

Venice International Fashion Show. 

Market research: Les Clients du Coton (Cotton Counts Its Customers) ; re- 
tailer survey; industrial surveys on autos, medical supplies; consumer surveys 
on women’s wear, children’s underwear and canvas shoes. 

Cooperative campaigns largely financed by others but directed for cotton by 
the Syndicat in behalf of men’s shirts (34,500 leaflets to stores) ; corduroy (25 
pages of ads in 9 magazines) ; women’s ready-to-wear (62 pages of ads and 
publicity in 3 magazines) ; children’s wear (shows and television). 


GERMANY 


Press: Press sheet to every major press outlet. 

Fashion: Bulletin, touring show (44 cities before 25,000 persons plus 125 
stories and/or photos in press). 

Sales training: Lectures, booklets (translation of Why Cotton) ; slides. 

Cotton calendar. 

Venice International Fashion Show. 

Maid of Cotton. 

Market research: More than 30 special marketing surveys. 

Cooperative programs involving displays, leaflets, and educational materials 
for needlework teachers and home sewing. 


ITALY 


Fashion: Shows (3); press conferences for fashion journalists; advertising. 

Cotton Week: 4,000 stores in 14 cities. 

Venice International Cotton Fashion Show: Host and principal arranger of 
setting and other details. 

Maid of Cotton: Visits, events, and shows in 4 cities resulting in massive 
radio, television, and press coverage. 

Market research. 

JAPAN 


Manufacturer-retailer: Wholesale exhibits of new fabrics for spring (4 
cities) and fail (8 cities) backed by ads, direct mail, and publicity. 

Cotton Week: Complete community participation and impact in 17 largest 
cities reaching estimated half of population. 

Educational: Booklets (translations of Why Cotton, Count on Cotton, New 
Cottons, Facts About Fibers, plus original booklets) ; slides, lectures, motion 
picture. 

Fashion: Design contest, shows, publicity, ads. 

Miss Cotton: 32 events and shows in 11 cities. 

Public relations: Industry bulletin, films, lectures, mill tours. 

Special events: Slogan and sign contests, trade fairs. 

Venice International Cotton Fashion Show. 

Cooperative campaigns: Projects involving wide range of media largely 
financed outside, but controlled for cotton by institute in behalf of lace and 
embroidery fabrics, Kasuri, school uniforms, corduroy, and velveteen. 

Market research: Nine detailed studies in quantiative, qualitative, and con- 
sumer preference areas. 








8 PUBLIC LAW 480 EXTENSION 


NETHERLANDS 


Press: Conferences, press sheet. 

Gifts: Ads, publicity, dealer aids. 

Publie relations: Women’s clubs lectures and displays on national scale. 
Educational: Displays and booklets. 

Venice International Cotton Fashion Show. 


SPAIN 


Fashion: Advertising (13 pages in 5 magazines) ; fashion bulletin (resulting 
in 15 pages, plus 14 photos on publicity) ; photo service; shows, designer liaison. 

Press: Press sheet to 250 outlets. 

Cotton Week: 67,000 pieces of materials to retailers for their own displays 
and ads. 

Sales training: Booklets (Why Cotton translation), lectures. 

Public relations: Industry bulletin, mill visits, lectures. 

Special events: Sales. 

Venice International Cotton Fashion Show. 

Maid of Cotton : Massive publicity response. 

Market research. 

SWITZERLAND 


Press: Conferences, editorial liaison, press kits (resulting in at least 23 ar- 
ticles and 63 photos in first 3 months of 1957). 

Public relations: Mill tours. 

Special events: Cotton contest (34,000 entries). 

Maid of Cotton: (First time best Swiss stores ever promoted cotton). 

Venice International Fashion Show. 

The Cuarrman. Now, we have before us Dr. Paarlberg. 

Doctor, you may proceed, sir. Will you identify yourself for the 
record, please ? 

Dr. Paarteerc. My name is Don Paarlberg. _ I am Assistant Secre- 
tary of Agriculture. On my right is Gwynn Garnett, Administrator 
of the Foreign Agricultural Service. 


STATEMENT OF HON. DON PAARLBERG, ASSISTANT SECRETARY 
OF AGRICULTURE 


Dr. Pasrteerc. Mr. Chairman and members of the committee, I 
welcome this opportunity to discuss with you operations under Public 
Law 480, and to present our views concerning an extension of the pro- 
gram. The program has made it possible for us to make constructive 
use of our agricultural surpluses at home and abroad. 

To permit continuation of these activities, we are recommending 
that foreign-currency sales under title I be extended for 1 year through 
June 30, 1959; that the authorization be increased by $1.5 billion; and 
that title Il, which authorizes the use of food for emergency relief 
abroad, also be extended for 1 year. Balances available from the 
current $800 million authorization for title II, however, are sufficient 
to permit continuation of operations for the additional period. Title 
ITI, which provides for donations through voluntary relief agencies 
and for barter transactions, does not have an expiration date under 
the act. 

SUMMARY OF OPERATIONS 


This morning, the Department announced the signing of a title I 
agreement with the Republic of Korea. This brings the value of 
agreements to date to more than $3.6 billion at CCC cost and more than 
$2.5 billion at export-market value. This means that we have less 
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than $400 million at CCC cost remaining, and programs now being 
finalized are expected to exhaust this balance very soon. We are 
hopeful, therefore, that prompt consideration will be given to an 
extension. 

The agreements already signed provide for the shipment of 550 
million bushels of wheat, 3 million bales of cotton, 25 million bags of 
rice, 1.8 billion pounds of vegetable oils, 133 million bushels of feed 
grains, 175 million pounds of tobacco, 150 million pounds of meat, 
225 million pounds of lard, 162 million pounds of dairy products, 197 
million pounds of fruit and vegetables, as well as other commodities. 

The Cuarrman. That means agreements in which no deliveries have 
been made ? 

Dr. Paarteerc. On most of these, deliveries have been made, but the 
deliveries lag behind the signing. So, this does not represent ship- 
ments; this represents agreements signed. 

The Cuatrman. And it takes into consideration the additional 
moneys that were made available under the extension during the last 
session of Congress ? 

Dr. Paar.BerG. This is the total to date, Senator. In 1955-56, the 
first full year of operation of title I, foreign-currency shipments totaled 
$427 million at export-market value, or 12 percent of total United 
States agricultural exports. During 1956-57, title I shipments 
amounted to nearly $900 million, nearly 20 percent of the record- 
breaking $4.7 million total achieved. 

Agreements signed to date will result in foreign-currency payments 
of more than $2.5 billion. About 60 percent of the total will be used 
for economic-development purposes in importing countries; about 10 
percent will be used to support the defense forces of our allies; and 
the remaining 30 percent is planned for meeting United States ex- 
penses overseas and expanding certain United States programs. 


NEED FOR EXTENSION OF ACT 


Public Law 480 was passed with the primary purpose of aiding 
in the disposal of large, accumulated surpluses. When the act was 
passed, the Commodity Credit Corporation’s investment in agricul- 
tural commodities was valued at $6 billion. This investment continued 
to rise in the next 2 years, and totaled $8.2 billion on June 30, 1956. 
As disposal programs, including CCC exports for dollars at world 
prices, began to have full effect, this rise in investment was arrested 
and a downward trend was started. CCC’s investment in agricultural 
commodities on June 30, 1957, was $7.3 billion. It is estimated that 
CCC’s investment in commodities as of June 30, 1958, will be reduced 
to about $6.8 billion. These reductions, resulting mainly from dis- 
posals of wheat and cotton, would have been greater except for the 
extremely large harvest of feed grains last year. 

It seems likely that United States agricultural production will con- 
tinue at a high level, and CCC will continue to take over production 
in excess of domestic use and commercial export outlets. Dollar 
exports are expected to decline from the high level reached during the 
year ending June 30, 1957. Contributing to this decline are the 
worsened dollar position of many countries, as well as improved agri- 
cultural production and stockholdings abroad. 
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In the title I program, orderly programing and shipping are ex- 
| tremely important. These are dependent on continuous programing 
without time out between utilization of separate authorizations. We 
have run into periods when title I programing has come to a standstill ; 
| for example, the development of new agreements virtually ceased in 
| January 1957 when our authorization was almost exhausted. The 
| availability of funds during the following months would have avoided 

a backlog of program requests from interested countries. This backlog 
resulted in the necessity to scale down, delay, or exclude country pro- 
grams, and in erratic shipment performance. Shipments were run- 
ning about 800,000 tons a month last spring; these dropped off to 
less than 400,000 tons, and are now just starting to increase again. It 
is possible that this same condition will exist again, unless an exten- 
sion is granted early in this session of Congress. 

The request for a larger authorization this year is caused by chang- 
ing webhd conditions. The dollar position of several countries has 
worsened, and greater demand has resulted from poor harvests over- 
seas. Shipments under past programs, particularly wheat for India, 
have been accelerated. In addition, we would expect to program part 
of the new authorization before June 30, if the extension is granted 
soon enough. 

EFFECT OF ADDITIONAL $1.5 BILLION 


An additional $1.5 billion would not result in an acceleration of 
shipments. At CCC cost, shipments under title I during 1956-57 
amounted to about $1.4 billion. Considering the $700 million in 
commodities unshipped as of June 30, 1957, and the current $1 billion 
authorization, it is estimated that an additional $1.5 billion would 
result in shipments as follows—and, for the recent years of the pro- 
gram, these are shown in this small table: 


Billions 
BOM einen ~ dS ~ e  OE % $1. 4 
I dl Seed aan UCI te ook cleanses aatls dove soon ssa Sutsnls Searaoes i 
ENS oo nti guencgtignten mn esti cln oa cia Sap am cephalic heap wd labelcr ich hiibeibe ied bbe 1.4 
i a aa hl i a a a i na tii a eh OE aE .6 


The extension would thus allow us to maintain title I exports in 
fiscal years 1958 and 1959 at about the same level as 1957. 

Senator Symrneron. Mr. Chairman, may I ask a question here, for 
clarification ? 

The CuarrmMan. Yes. 

Senator Symrneron. Dr. Paarlberg, when you say an additional 
$11, billion, what is the figure that is added to? 

Dr. Paarigerc. Four billion. 

It would mean, however, only a small impact on budget expendi- 
tures as compared with the volume of surplus commodities moved. 
About half of the costs of programing the proposed $1.5 billion has 
already been incurred in price-support acquisitions of the commodi- 
ties. The net new CCC expenditures, after allowance for resulting 
savings in storage costs, interest, and reduced price-support acquisi- 
tions, will be less than $300 million. This will be less than 20 percent 
of the total, and will be spread over 3 years. 
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PROGRAM RESULTS 


Title I originally provided for an authorization of $700 million in 
terms of what it costs the Government to supply commodities under 
the program. The value of these commodities at current world prices, 
of course, is considerably less. This authorization has been raised 3 
times, and now is $4 billion. Over $3.6 billion of this limit has moved 
or will move under more than 100 agreements signed with 35 friendly 
countries. Agreements totaled about $500 million in the year ending 
June 30, 1955, $1 billion in 1955-56, and $1.5 billion last year. 

The bulk of the commodities included in these agreements has 
already been exported and the increase in title I shipments from 
year to year has been one of the major factors leading to the rise in 
our total agricultural exports. In 1954-55 our agricultural exports 
had a market value of $3.1 billion. Title I shipments were small that 
year accounting for 3 percent of the total. In 1955-56 our agricul- 
tural exports rose to $3.5 billion. Title I accounted for 12 percent 
of the total. In 1956-57, the year ending last June 30, agricultural 
exports rose to an alltime high of $4.7 billion. Title I shipments made 
up almost 20 percent of the total, or about $900 million. 

The rise in total exports was the principal reason that last year 
the direction of surplus accumulations was reversed. During 1956-57, 
CCC investment in price-support commodities declined almost $1 
billion with the principal reductions being in wheat, cotton, and rice, 
commodities for which there were heavy movements under the title I 
program. I would like to mention some of the individual commodity 
performances. 

WHEAT 


This commodity has been one of our greatest surplus problems. 
Stocks in Government hands increased in each of the 5 years prior 
to last year ; last year, however, wheat exports reached the record high 
of 550 million bushels. In other words, last year we exported almost 
as much wheat as we consume domestically in an entire year. About 
200 million bushels of this total moved against sales for foreign cur- 
rencies under the title I program. The record shipments resulted in 
a reduction of more than 100 million bushels in CCC surplus. 


SOYBEAN OIL AND COTTONSEED OIL 


Exports of soybean oil and cottonseed oil have established new 
record levels during the past 3 years. In each of the 3 years the major 
reason for the increase was shipments under the title I foreign cur- 
rency program. Last year, for example, we exported nearly 1.4 bil- 
lion pounds of these oils. Almost 50 percent of the total moved under 
the title I program. The title I program also is generally given 
credit for keeping soybeans out of price-support trouble. Despite a 
record harvest this year, the impact on the market has been relatively 
mild. The takeover of soybeans by CCC is expected to be only 
slightly larger than last year and we feel the carryover into next 
year will not be burdensome. 

The CHatrman. Dr. Paarlberg, can you tell us—if you don’t 
mind—— 

Dr. Paarusera. Yes; indeed. 
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The Cuarrman. You state here that almost 50 percent. of the total 
moved under title I program. How does that compare with previous 
years percentagewise ? . 

Dr. Paartperc. It would be comparable to last year, would it not, 
Gwynn? 


STATEMENT OF GWYNN GARNETT, ADMINISTRATOR, FOREIGN 
AGRICULTURAL SERVICE, UNITED STATES DEPARTMENT OF 
AGRICULTURE 


Mr. Garnetr. Larger. 

Dr. Paartpere. Larger than last year. 

The CuHatrmMan. That is what I thought. In other words, you 
sold less oils for dollars this year than you did last year. 

Dr. Paartperc. We would have to look up those figures. 

Mr. Garnett. Each year there has been an increase in dollar sales 
as well as the 

The CyHarrmMan. I understand, but there has been a greater in- 
crease in the sales under Public Law 480 than dollars; that is, insofar 
as soybean oil and cottonseed oil is concerned. 

Mr. Garnetr. Well, there is a limit to the amount of oil that goes 
into our usual dollar market. 

The CuatrmMan. Last year the point was made before this com- 
mittee that soybeans were in good shape because you were able to 
sell it. You did not take much of it in the Credit Corporation. And 
at that time, if I remember well, the amount percentagewise was 
about 22 to 30 percent. Here it has gone up to 50 percent. Now, if 
I am wrong in those figures, I wish you would correct the record 
and give us at this point the dollar value of soybean oil and cotton- 
seed oil sold for dollars and how much was sold under Public Law 
480, and give us the amount of the oil that you took into commodity 
credit stocks last year in contrast to this year. 

Dr. Paariperc. We will be very happy to do that. 





The following table shows total United States exports of soybean oil and 
cottonseed oil and shipment of these oils under Public Law 480 and the Mutual 
Security Act for the fiscal years 1955-56 and 1956-57. 

The Commodity Credit Corporation has had no stocks of soybean oil or cotton- 
seed oil since early in calendar year 1956. 


| 
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Soybean oil and cottonseed oil: United States exports, total and under Govern- 
ment programs, fiscal years 1955-56 and 1956-57 


| Quantity (thousand Value (thousand dollars) 

















pounds) 
Commodity 
Amount, Amount, Amount, Amount, 
| 1955 56 1956-57 1955-56 1956-57 
SOYBEAN OIL 
Total United States exports__............ 371, 330 926, 421 58, 200 144, 746 
Government programs: s meee 
Public Law 480, title I...........-...-..... 178, 977 590, 323 30, 671 96, 773 
Publie Law 665, sec. 402.._.....-...-......- 35, 750 ‘ 5, 968 11, 087 
Total, Public Laws 480 and 665____-_-_-- 214, 727 657, 187 639 107, 860 
Outside Government programs-.._-.....--- | 156, 603 269, 234 21, 561 36, 886 
COTTONSEED OIL | as 
Total United States exports_..........-.-- | 651, 539 462, 300 107, 006 67, 772 
Government programs: 
Public Law 480: | 
yp: BS Re ae ae ee 304, 730 86, 488 49, 235 14, 061 
I a dick nin are iiniiass cite caida dept EE | 26, 905 60 5, 502 14 
Title IIT: | 
SI SU ora 20s + inet Ciinaghesiplehog | 14, 960 1, 900 3, 000 400 
BN I th tarcace s ncaes sets 0 sbetpey opnetaersataialins | 15, 044 }__-...-- é é 5, OO Wiededdown ue ute 
Public Law 665, sec, 402.__......-.- ee | 25, 634 71, 033 3, 704 9, 201 
Total, Publie Laws 480 and 665._.....__-- 387, 273 159, 481 63, 336 23, 676 
Outside Government programs.............-.-- | 264, 266 302, 819 43, 670 . 








Dr. PaarteerG. I might indicate that your general point is correct, 
Senator, that exports under this program have increased relatively 
more rapidly than the dollar exports, although they have both risen. 

The CuarrmMan. Well, my fear is that as long as we have a con- 
tinuation of. Public Law 480 more and more countries will come to 
depend on it; and instead of using dollars, they are going to use their 
own currencies and, in the long run, we will be that much more out. 
That is why some of us on this committee believe that we ought to get 
some value by way of bartering rather than their currencies. 

Dr. Paareerc. Senator, we feel we are getting value for these com- 
modities. We think that the returns we receive are important in 
may respects. We do barter. We barter whenever we feel we can 
get additionality by bartering. 

The Cuarrman. What wasthat word? Ididn’t get that word. 

Dr. Paartperc. Additionality, in the way of —— 

The Cuarrman. That isa new one to me. 


Dr. Paartperc. If I need to elaborate on that word, I will be glad 
to, but I believe it explains itself. 


21875—58——3 
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The Cuarrman. I believe we understand what you mean. 

Senator Humrurey. Mr. Chairman. 

The Cuarrman. Senator Humphrey. 

Senator Humpnrey. Isn’t it true, Dr. Paarlberg, that some of these 
areas that are buying the vegetable oils are areas critically short 
of dollars, in which we have heavy defense commitments and heavy 
outlays of military assistance? Isthat not true? 

Dr. Paarteerc. That is very true. The bulk of the commodities 
under Public Law 480 are going to countries which receive aid from 

| the United States Government in various forms, which is indicative 

| of the fact that most of them are extremely limited in their ability 

| to buy commodities from us for dollars. With our oils particularly, 
we have moved these into areas which we feel would not have taken 
them for dollars; and in that manner, we have added to our net ex- 
ports and helped to meet their needs. The currencies that are gen- 
erated by this program are used in a variety of ways. They are used 
to meet United States commitments abroad, for defense purposes; 
they are used to build up the military establishments in the recipient 
countries. 

Senator Ture. Mr. Chairman, could I ask the Doctor if he would 
mind an interruption at this point. 

Could you give us the specific figures of the amount of these agri- 
cultural commodities going out under Public Law 480 to Spain? I 
think that there would be a concrete example of what—— 

Senator Humrnurey. Sixty-nine million dollars last year. 

Senator Ture. I mean total, now. You have had some in previous 
ae You had a contract that you just entered into in recent months, 

ut I mean in the total. You have been under Public Law 480 since 
1955, and you have had commitments previous to this last one that have 
gone to Spain, both wheat and oil. 

Dr. Paarteerc. This recent one to Spain was $69 million. 

Senator Ture. Yes, sir, but you had some previous to that. 

Dr. Paar.perc. I think Mr. Garnett has the grand total here. 

Senator Ture. Yes, that is what I want to get, because then you get 
a concrete example; and everybody knows we have got three aviation 
bases under construction in Spain, plus one naval base. Then you have 
a concrete example of where agricultural surpluses are paying for 
what otherwise would be defense appropriations. 

The Cuarman. But, Senator Thye, this is now being used as a 
supplement to your present foreign aid program. Take, for instance, 
Korea. You said you signed a contract with Korea—now that you 
have brought the subject up. How much is that contract ? 

Dr. Paaruperc. Fifty million dollars. 

Senator Ture. I think you have the Spain figures right there. 

Mr. Garnett. Not including the agreement just signed, we have 
205 million up to December 31 of last year. 

Senator Ture. Yes. 

* mas Garnett. And that included, if I might add, $98 million for 
oils. 

Senator Torr. Yes, $98 million in oil, and the rest is wheat ? 

Mr. Garnett. Not so much wheat, Senator. Wheat and cotton are 
the larger ones. Cotton included 33 million, wheat 4.6, feed grains 
9.4, and tobacco 6.2. 
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The Cuairman. Senator Young? 

Senator Youne. I think you make it quite clear on page 2 in the 
third paragraph : 

Agreements signed to date will result in foreign currency payments of more 
than $2.5 billion. About 60 percent of the total will be used for economic 
development purposes in importing countries, about 10 percent will be used to 
support the defense forces of our allies and the remaining 30 percent is planned 
for meeting United States expenses overseas and expanding certain United States 
programs. 

I think the program is well handled, and it is a good program. But 
the thing that bothers me is that this for the most part is charged to 
price-support operations and the general public thinks it is a give- 
uway program to farmers. Actually most of this is taking the place 
of United States expenditures, and somehow or other it ought to be 
charged to mutual assistance or some other program rather than rane 
the general public believe that the farmer is getting a subsidy chec 
for thisamount. Would you agree with me on that, Dr. Paarlberg? 

Dr. Paartperc. I would agree with that. I would think it would 
be very difficult to allocate to foreign aid and to the interests in this 
program, the separate cost allocation that should be made. I don’t 
quite know how we would do that, but certainly the point that you 
make is an important one. 

Senator Youne. On a trip I just made around the world, from 
which I returned in December, I asked almost every Ambassador, “If 
you did not have this program, would you have to be asking for more 
United States dollar appropriations?” And they all said yes. And 
I think this is a picture that ought to be made more clear to the general 
public, because I think it is regrettable that the public thinks the 
farmers are getting a subsidy check for this amount. 

The CHairman. As I pointed out a moment ago, Senator Young, 
this is now being used as a supplement to our foreign-aid program. 
And I wish to point out further that a continuation of this program, 
in my humble judgment, will decrease our ability to sell these products 
for dollars, because they will depend on this, and we are going to 
find ourselves with a lot of foreign currencies. What I am propos- 
ing is that we get value for the things we sell abroad, such things 
as defense materials. I would rather have iron ore piled up in my 
back yard than foreign currencies in foreign banks. 

Senator Youne. The barter arrangement increased because the 
United States Department of Agriculture gets full reimbursement un-- 
der that program. That is the only one; is it not? 

Dr. Paarteerc. Under the barter program the difference between 
investment and the export price of agricultural commodities is a price- 
support gain or loss. CCC is reimbursed at cost for strategic and 
critical materials transferred to the national stockpile and for. the 
lower of cost or market value for materials transferred to the supple- 
mental stockpile. CCC receives reimbursement for full investment 
under the 480 program. 

; Senne Youne. You do not get full reimbursement under barter 
deals. 

Dr. Paartsere. We do under Public Law 480 programs. 

Senator Youn. Here is.a statement contained in last week’s issue 
of Time magazine. I would like to read it into the record: 


In the postsputnik era, many a Congressman had raised his voice asking the 
administration to show leadership. The administration showed it by attacking 
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the Nation’s $5 billion a year farm giveaway in an election year, when the money 
is sorely needed for defense. Judging by its first spokesmen, Congress was inp 
no mood to deal with the issue. 

That is something I am concerned about—is all the money appro- 
priated to the Department of Agriculture a giveaway program? The 
general public believes it when they read things like this. 

Senator Humpnrey. I just want to say that, if the Soviet Union 
had a Public Law 480, they would make a lot more progress than with 
sputniks. And here we have one before us and we do not know what 
to do with it. You are like a man who is rich and there is a grocery 
store across the street, but he starves himself to death because he has 
not learned how to walk. 

Senator Younes. I think this is the best way we have found yet, 
to use our food in lieu of dollars for defense and in giving food to 
the hungry part of the world. 

The Carman. I would be in complete agreement with my good 

friend from North Dakota if you had a corresponding decrease in the 
money that we provide each year. But the Senator knows that the 
dollars we send abroad, instead of decreasing are increasing, and this 
is used as a supplement. 
' Senator Younc. Let me give you a good example. In one of the 
countries of southeast Asia, we give them cash. They d it the 
money in a bank in New York and then they go to fis Mandhe picket 
in Hong Kong and get 3 for 1. 

The CuatrmMan. Sure, that isin Cambodia. 

Senator Younc. That is Laos. And then they go to Communist 
China and buy beer for part of the money. 

The CuatrmaNn. Senator Symington. 

Senator Symineron. The other side of the problem of the value of 
rr currency as against dollars has to do with the question of for- 
eign aid. 

Boats of our manufacturers are doing very well selling abroad tools 
of wealth that produce wealth in the form of hard-line consumer goods, 
and so forth. That is given or lent by our Government as foreign aid. 
It seems to me, inasmuch as the agricultural economy is not doing 
nearly as well as the industrial economy, here is a chance to help one 
of the sources for foreign aid, the taxes on the profit of successful 
farm operations. I have just been ereror ny By recent report put out 
by the Director of the Office of Defense Mobilization. They have 
over $7.3 billion in this national stockpile and justify it as a defense 
requirement. In my opinion, less than 10 percent of it should be con- 
sidered a defense requirement. But they are very proud of it. Ac- 
cording to this report, they have over $314 billion in machine-tool 
reserves, and justify that as a defense requirement. In my opinion, 
that too aval be given a long look based on what would actually 
be needed if we had a future war. Then they come to the figure which 
is looked on with shame, our agricultural surplus, which, as I re- 
member, is $5.6 billion, plus an additional $1.6 billion of commitments. 
So here is a chance to use a lot of farm surpluses, in foreign aid, re- 
gardless of whether it is dollars or drachmas, or straight-out foreign 
aid, and at the same time improve our overall economy. 

The Cuarrman. Dr. Paarlberg, a few moments ago, you made the 
statement that the Commodity Credit Corporation suffered a loss of 
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X dollars, let us say, which is represented by the difference between 
cost to the Commodity Credit and whatever the world price is. 

Dr. Paartgere. Within the Commodity Credit Corporation, we are 
compensated fully for commodities that we move under title I, so 
that the Commodity Credit Corporation is fully restored financiall 
for this operation. And on the books of the Commodity Credit 
Corporation, there is no loss experienced as a result of sales for 
foreign currency. 

The CuamrMan. Well, what about the difference between the world 
price and what it cost Commodity Credit? Is that not charged to 
you as a loss? 

Senator Humpurey. No, sir; not on title I. 

Dr. Paarueerc. Not on title I. 

The Cuarrman. Oh, excuse me. If there is any error, correct me 
on that. 

All right, how about title TI? 

Dr. Paartpera. Title I] is the same. 

The CHarMan. Well, then, if that is true, that makes a picture 
we tried to paint here the other day, when your boss was before us, 
still brighter. In other words, is this committee to understand that 
any commodity that you sell abroad, the Commodity Credit Corpora- 
tion gets full value for it; every dollar you put out, you get back? 

Dr. Paartperc. Under Public Law 480, Commodity Credit Cor- 
poration is fully restored for all its investments. 

The CHarrMan. Well, where is that loss chargeable, between the 
world market price and the cost to you’ 

Dr. Paariperc, Senator, when we make our report which we made 
to you 

The Cuarmman. I know that, but tell me in what department of 
Government is that loss suffered? Who is it charged to—the differ- 
ence between what it costs you and the world price 

Dr. Paartperc. When we make an accounting of the cost of pro- 
grams primarily for the support of farm prices and farm income, 
then the difference between the Commodity Credit Corporation in- 
vestment and what is realized in the way of foreign currencies for the 
sale of these commodities, this shows up as a cost of programs pri- 
marily for the support of farm prices and farm income. 

The CuHatrman. Where is it charged, to what department? Is it 
the Commodity Credit Corporation, the farm program, or is it 
charged to the State Department ? 

Senator Youne. Famine relief is a good example. 

The Cuatmrman. Well, it is a simple question. I do not know how 
to make it simpler. 

Dr. Paarteerc. The Commodity Credit Corporation report that 
you gentlemen see, which comes out, I think, monthly, reflects the 
situation that I have indicated; namely, that Commodity Credit Cor- 
poration is fully restored on the sale of commodities into export under 
Public Law 480. 

The CuatrMan. But there is a loss; is there not? 

Dr. Paariperc. There is a loss. 

The Cuarrman. Now, to whom is that loss charged ? 

Dr. Paartpera. I will ask one of our boys 








The CHatrmMan. Well, you ought to know that, Dr. Paarlberg. 
Senator Tuyr. Mr. Chairman, could we—— 
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| The CxHarrman. No, let’s have that answered. We may be able 
to clarify this. #4 : 

’ Senator Tuyp. It is so simple it is confusing. Suppose the Com- 


modity Credit Corporation had $1.50 invested in a bushel of corn, 
gold that bushel of corn abroad under barter or sale provisions of 
Public Law 480, and it brought 75 cents. That would be a 75 cents 
loss, would it not, on the transaction of that bushel of corn? 

Dr. Paarueerc. It would. But the Congress, in writing the law, 
has specified the manner in which this shall be shown on the books 
of the Commodity Credit Corporation. 

Senator Ture. That is just exactly what I am getting at. Where 
did you charge the 75 cents that is the loss to the Commodity Credit ? 
Who did you charge it to? 

Dr. Paarteerc. Under the barter, the 75 cents loss would be 
charged to the price-support program and the loss would be restored 
to CCC in the regular restoration of capital impairment. Under 
title I, Public Law 480, the full $1.50 would be appropriated under 
the $4 billion limitation; however, the 75 cents loss would be con- 
sidered as a cost to agriculture for programs primarily for stabiliza- 
tion of farm prices and income. 

Senator Turse. Do you reflect, then, that 75 cents loss as a cost 
to the farm program? That is all I want to know now. 

Dr. Paar.perc. When we make our accounting, when we show the 
realized cost of farm programs, we show the 75 cents as a cost. 

Senator Tuyp. In other words, it is finally shown that this 75 cents 
is what we spent in supporting corn. Now, that is what you do with 
it, is it not? 

Dr. Paar.perc. That is correct. 

The Cuarrman. But when the Secretary presented it to this com- 
mittee, it was charged to the farm program. 

Senator Symington. 

Senator SymineTron. Dr. Paarlberg, I would like to ask a question 
about bookkeeping. You are saying to Senator Thye that the De- 
partment of Agriculture, through the Commodity Credit Corpora- 
tion, is completely reimbursed by the Treasury for any loss due to the 
softening of these funds. But when the Secretary of Agriculture 
came up here and presented this situation to this committee from the 
standpoint of profit and loss, or loss, he presented this as a loss of the 
Department of Agriculture, is that correct? 

Senator Hoiianp. No, that is part of the cost of the support-price 
program. 

Dr. Paartpere. It is part of the cost of price stabilization. 

Senator Symineron. Although you were reimbursed for it, it is a 
cost then—is that right /—applied against the agricultural program ? 

Dr. Paartgerc. Well, it does not show as a loss in the operations 
of the Commodity Credit Corporation; it is a loss that is experienced 
by the Government generally in conducting these programs and was 
so accounted for. 

Senator Symineron. I understand, but, of course, it could not be 
expressed as a loss to the Commodity Credit Corporation because 
they were reimbursed a hundred percent. 

Dr. Paarveerc. That is correct. 





PUBLIC LAW 480 EXTENSION 19 


Senator Symineron. If it is a Treasury loss, however, incidental 
to foreign-aid and foreign-policy operations, it is, nevertheless, pre- 
sented as a cost by the Department of Agriculture. 

Dr. Paartperc. May I make this point. 

Senator Symineton. I would like to hear your point, but what 
about the answer to my question ? 

Dr. Paariperc. The answer was—it was a complex question—— 

Senator Symrneton. Let me simplify it. Figures came up here 
recently to show the overall cost of the farm program. Despite the 
fact you have now testified that the Commodity Credit Corporation 
was reimbursed 100 percent for any cost, or loss—in my opinion, 
both words are applicable—the loss is expressed as a cost to the De- 
partment of Agriculture in the figures that were presented by the 
Department when we were also to consider the question of the cost 
of running the Department of Agriculture. 

Dr. Paarteerc. This is partly correct. The part that was attributed 
to the cost of farm programs was the difference between what the 
Government has invested in this commodity in the case of the original 
acquisition, the storage, the administration, and whatnot—the dif- 
ference between that figure and the figure that was realized in the 
movement of this commodity into use at world prices. Now, I would 
submit, Senator, that it might well be a case, and a good case, that 
what went at the world price to meet foreign-aid commitments and 
whatnot, that this should not be, certainly, fully charged to Agricul- 
ture. But, certainly, the difference between the investment and what 
was eventually realized, this certainly would be a legitimate cost to 
charge to the program. 

Senator Symineron. I cannot agree with you on that. What you 
are doing in this foreign operation is done in the interests of the 
United States, just as much as any other foreign aid. It intrigues 
me, as a former operator in the executive branch, that for some reason 
every other department which comes before the Congress tries to 
show how little money they spend for what they do; but the Depart- 
ment of Agriculture alone is always anxious to show how much are 
its costs. 

The Cuarrman. Senator Eastland? 

Senator Easttanp. Dr. Paarlberg, of the billion-dollar allocation, 
now, at the request of the State Department, 20 percent of that was 
withheld; was it not ¢ 

Dr. Paarteerc. That is not the case to my knowledge. 

Mr. Garnerr. The answer is “No.” 

Senator Easrianp. Now, at the request of the State Department, 
what did you withhold for allocation in emergencies for the promo- 
tion of foreign policy ? 

Dr. Paar.teerc. May I outline how we operate, Senator ? 

Senator Easttanp. Yes. 

Dr. Paarteerc. We receive an authorization from the Congress to 
the amount, let’s say, of a billion dollars. We endeavor to estimate 
what the requests will be for those funds from the various countries, 
to the degree we are able. We endeavor to anticipate what our own 
inventory and supply position will be with respect to various com- 
modities. Then in a rough way we try to match these up. It would 
be folly to proceed without a plan and simply program whatever hap- 
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pened currently to appear to be needful. So we have a general out- 
line of how we will operate, how we will use this billion dollars. 
Then as times goes on, as conditions throughout the world change, 
as our own supply condition changes with maturing crops, we modify 
these tentative plans and try to meet the needs as they currently 
develop. We do not withhold any specific sum that we refrain from 
programing. 

Senator Eastianp. No; but is it not a fact, now, that 20 percent was 
allocated for emergency at the request of the State Department, 
solely to promote American foreign policy 

Dr. Paarteerc. We do not know of that. 

Senator Eastianp. Well, I have read that. We just want the facts 
about it. 

Mr. Garnett. It is not true. 

The Cuarrman. Senator Humphrey wants to ask a question. 

Senator Humpnrey. In reference to this bookkeeping, which is 
something that is helpful in clarification, is it not true that the Com- 
modity Credit Corporation, as the agent handling these commodities 
for purposes of Public Law 480 transactions, also gets a little profit? 
Don’t you charge a fee? 

Dr. Paartgerc. That is correct. It results from the accounting 
procedure involved in charging CCC’s overhead costs which are not 
included in the book value of the commodities. 

Senator Humenrey. All right, let’s just pin this down. Of course, 
all of this is in the record. There are 785 pages of testimony on 
hearings that we held here. What happens is that the Congress ap- 

ropriates money, which in turn is used to reimburse or pay for 
Conmuahinn Credit Corporation items that are sold by the Department 
of Agriculture in consultation with the State Department—this com- 
mittee arrangement that you have—to foreign countries. Those 
foreign countries pay back under title I in their foreign currencies. 
Those currencies are deposited to the account of the United States of 
American under the jurisdiction of the Department of the Treasury, is 
that correct ? 

Dr. Paarueerc. That is my understanding. 

Senator Humrnurey. Then those funds are allocated for whatever 
purposes the agreement may include, such as economic loans, and so 
forth. So the truth is that the Congress has seen to it that the Depart- 
ment of Agriculture is not only reimbursed fully—and that includes 
the full value plus storage and all the other things that go into this, 
the whole formula for Commodity Credit Corporation costs—but plus 
a handling fee which results in a little profit to the Commodity Credit 
Corporation for the handling of Public Law 480 commodities, right ? 

Dr. Paarugerc. That is correct. However, this is only a recovery 
of overhead costs not originally charged to the commodity cost. 

Senator Humrnurey. Then the only problem involved here is the 
terminology, and it is in your statement, “disposal of agricultural com- 
modities.” Rather than looking upon this as a fundamental part of 
American foreign economic policy, we call it disposal of agricultural 
commodities. 

Turkey has 32 divisions of troops. How long do you think Turkey 
would be able to keep those 32 divisions without American food ? 


Dr. Paariperc. They would experience extreme difficulty, I am 
sure. 
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Senator Humpurey. I have talked to them. They would not be 
able to keep them 6 months. I am being very generous, for security 
reasons. 

What chances do you think the India development program would 
have, in which we have manifested an interest to the tune of hundreds 
of millions of dollars in cash? How long do you think that the India 
economic development program would last without American food? 

Dr. Paarueera. I do not know how long, but I do know 

Senator Humenrey. Would it last, would it work? 

Dr. Paarteerec. It would, indeed, be a question. I know they are 
dependent upon our help to a very large degree. 

Senator Humpurey. Yes, indeed. What about Greece, which is the 
second best ally we have in terms of manpower commitments? What 
do they have, 17 or 14 divisions of troops? These are the majority of 
NATO forces that General Norstad talks about when he talks about 
how we will defend ourselves from 175 divisions of Russian troops 
waiting on the border to attack us. How long do you think the Greeks 
would leet without the American wheat and oils and butterfat prod- 
ucts? Not very long, would they ? 

Dr. Paar.perc. I would judge that is correct. 

Senator Humpurey. Well, you see what I am getting at—I am not 
scolding you. As a matter of fact, I think this is the finest program 
our Government has, and I think it does more good than most of the 
agricultural programs put together for everybody—for the producer, 
for the Nation, and for our allies. Now, we either give or sell this food ; 
and in this instance we sell it to allies, don’t we, or to people for foreign- 
policy purposes, such as Poland, where we are seeking a break in the 
Iron Curtain. Right? 

Dr. Paarueerc. There are, as you know, Senator, a number of pur- 
poses that are served by this program. 

Senator Humrurey. Right. And foreign policy is one of them. 

Dr. Paartpere. Economic development, which is a part of foreign 
olicy, is also concerned. The movement of heavy supplies which we 
ave accumulated is also concerned. 

Senator Humpurey. Now, may I ask just two questions? No. 1, 
most of the countries to which this food is sold, or to which it is given, 
even, under famine purposes—but the sales under title I are the bulk 
of this program—most of the countries to which there has been sales are 
allies of the United States; is that right ? 

Dr. Paartperc. About 80 percent of our title I sales are to countries 
which receive foreign aid from the United States. 

Senator Humrnurey. Or military assistance. They are our allies— 
Korea, Formosa, Greece, Turkey—or where we have strategic bases, 
such as in Spain, where the general in charge of these bases told me 
porseoneh ys and has told other Senators, that he would not want to be 
ield personally accountable for their security without American food. 
Now, if that is the case, would we not have had to somehow or other 
provide something else? We would have had to find the food some- 
place—Canada, Australia, New Zealand, someplace—if these allies 
needed this food. 

Dr. Paar.tpere. Some part of these needs would have had to be so 
met. 
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Senator Humrurey. What about the currencies, now? For exam- 
ple, we always talk about the value of these currencies. Now, we 
know that the food is sold at world prices, and we know that, to the 
Treasury Department, to the total United States, there are some 
losses; not to Agriculture, but to the total of the United States, there 
are, if you wish to call it so, losses. However, it seems to me when 
you send B-47’s to Turkey or someplace else you can charge it off 
as a loss, too, because some of them fall out of the air and they be- | 
come obsolete. But we do not call that a loss; we call it an investment | 
in freedom. But these currencies we get, they represent the countries ; 
and I am of the opinion that, if the currencies are no good, the coun- 
tries are no good. And we are rather insulting to these countries; 
we are saying that the country is no good. I must say that a drachma 
is good if you are a Greek and live in Greece. That is what they use 
for money. If the Greeks are worth while as an ally—and I think 
they are terrific, they are wonderful—then their money is worth 
something. We get drachmas in return for our products. They are 
deposited in the bank at Athens for the account of the United States, 
and it is available for the purposes listed in the law, right ? 

Dr. Paarteerc. Correct. 

Senator Humpurey. Now, the final question I would like to ask 
you, in reference to the use of Public Law 480, is whether we ought 
not to talk about this as just surplus disposal, which is misleading to 
ourselves and insulting to our friends and neighbors. The reason I 
say this is that, even if we did not have any surplus in America 
today, and we still were an ally of NATO, and the Russians still 
growled as they have continued to growl, we would have to have 
some rationing in the United States to get the food for our allies. 
You cannot run an army on hope and sputniks and scientists. All 
the scientists in the world still have not been able to substitute food. 
It still takes food. So it seems to me that the Department of Agricul- 
ture can help us here. It seems to me what we need to talk about 
is that this is a valuable tool for military and foreign economic pol- 
icy. The United States would have to get this food someplace. To 
me, even the giveaway programs through our churches are very im- 
portant. I think they do a whole lot more good than even representa- 
tion allowances for embassies. We give away a lot of cocktails. I 
see no reason why we should not give away some milk. Yet I hear 
more complaints about the milk that we give away than the cocktails. 
Maybe both are required in foreign policy, but it seems to me what 
we ought to be thinking about here is that these programs are basic- 
ally essential to the security of the land. And when you go around 
telling people that the only reason we are going to sell them this food, 
or give it to them, is we have got so much that we are putting it in 
garbage cans, you lose half of the impact. The world is quick to tell 
about it, too. I happen to be the simple-minded fellow who thinks the 
abundance of food is the best asset we have, and I want to say that a 
1-year extension is a sign of timidity, lack of courage, and lack of 
foresight. 

Now, if you think the cold war is going to be over in 1 year, this 
is the best news the press has ever had. But, as long as the cold war 


is on and there are hungry people and Allies, we are going to need 
food. 
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I want to know why we get,a request from the State Department 
for mutual security for long-term reasons, and from the Department 
of Agriculture, for 1 year. Because one or the other is mght. If 
you only need 1 year, then you need it only in mutual security, because 
this is tied in definitely with our foreign economic policy and our 
military policy. And I happen to feel that, as long as the NATO 
Alliance is in being, we are going to need it. 

The Cuatrman. I do not want to argue the question with our good 
friend from Minnesota, but I have here before me the most recent 
statement made by the President of the United States. Dr. Paarlberg, 
I am sure you are familiar with it. Wherein on 7 agreements that 
were entered into here lately, the export market value was $205 mil- 
lion, which includes $24.6 million ocean freight, and the cost to the 
Commodity Credit Corporation was $332.8 million. And this differ- 
ence of $127.8 is given back to you by the Treasury. In other words, 
you get it through appropriations made here in Congress; but not- 
withstanding the fact that you do get it back in that manner, you 
still charge that tothe farm program; am I right ? 

Dr. Paartperc. In the statement we prepared, it was so charged. 

The Cuarrman. Sure, I understand that. Going back to this sug- 
gestion made by my good friend from Minnesota, I have just returned 
from Greece, and there is no more prosperous country in that part 
of the world than Greece today. I was told by the old people there 
that they need no further aid. We are going to let them io $45 
million, I understand, of these goods. Now, of the foreign currencies 
received from Greece, 40 percent of it will be used for our own pur- 
~~ and 60 percent will be used for economic development in Greece. 

guess the same pattern is followed there as in other countries. 

Dr. Paartpere. It varies markedly from country to country. 

The CHarrmMan. Now, this 60 percent of foreign currencies you 
speak of here that is taken over by the Government, the Commodity 
Credit Corporation gets United States dollars for that? 

Dr. Paarteerc. The 60 percent of foreign currencies used for eco- 
nomic development is a nonreimbursable use and CCC does not get 
United States dollars for that; however, CCC is reimbursed by ap- 
propriation under the $4 billion limitation. 

The Cuarrman. And the currencies are deposited in the respective 
countries where these commodities are purchased; is that not right? 

Mr. Garnett. Right 

The Cuarmman. And then they are repaid to us over a period of 30 
or 40 years. So this long-term credit that the Senator from Minnesota 
refers to, we are giving them a long time in order to repay this. Is 
that not correct ¢ 

Dr. PaartperG. You are speaking of the loans for development ? 

The Cuatrman. That is what I am talking about. 

Dr. PaartperG. That is correct. 

The Cuatrman. In other words, you are using this Public Law 480 
along the same lines as foreign aid was used in the past. It is just 
an additional method or new way, another way, of furthering our 
foreign-aid program. Am I correct in that? 

Dr. Paarteera. It has that aspect, Senator, but that is not the only 
aspect of the program. 
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Senator Youne. I had a question I wanted to ask a while ago. Dr. 
Paarlberg, are these food packages distributed by the church organi- 
zations and CARE a part of Public Law 480? 

Dr. Paartperc. They are not a part of title I. Those are dona- 
tions from voluntary agencies under title ITI. 

Senator Youne. And these are given to the church organizations 
and CARE free? 

Dr. Paarteerc. That is true. 

Senator Youne. But it is charged as a loss to the Department of 
oe isn’t that correct? 

r.Paar.eerc. I think the donations are shown as a loss. 

Senator Youne. And it appears in Secretary Benson’s statement 
under the bold headlines, “Price support program,” it appears as a 
part of that headline. That is what bothers some of us here. 

' The Cuatrman. Senator Holland. 

Senator Hotianp. I agree with my colleagues who said they think 
agricultural production of the Nation is our ace in the hole, the big- 
gest thing we have in international policy. I do not agree at all with 
their statement that the difference between the price-support costs 
and the world costs should not be charged as part of the agricultural 
price-support program. 

Now, Dr. Paarlberg, isn’t it true that the reason you pay more for 
the acquisition of these surplus commodities than the world price is 
because they are covered by the price-support program and because 
the price which you pay is fixed by the price-support program ? 

Dr. Paarteerc. This is true. 

ara Younc. That would not apply to fruits and vegetables, 
would it 

Senator Hotxianp. That is a very small part of the figure. There 
is no loss there at all. Iam glad you mentioned that. 

The Cuarrman. There is, Senator. You would lose it in the value 
of the currency you take. 

Senator Hottanp. But Uncle Sam has no investment in the acqui- 
sition of the fruits and vegetables, and the only loss we have here is 
the matter of currencies which you are writing off. As to all the 
other crops which are surplus and which I agree should be written 
off, you are selling at world prices for all you can get, and you are 
selling for the currency of the other nations under the direction of 
Congress 

Dr. Paartperc. That is correct. 

Senator Hotitanp. Which is all you can get, and you are not 
charging to the agricultural program all of that part of the cost 
which is realized back in foreign currency. 

Dr. Paarteerc. That is right. 

Senator Hottanp. You are charging only that part which repre- 
sents the difference between what you have to pay, which is dictated 
under the price-support program, and the world price at which you 
sell. 

Dr. Paartperc. That is correct. 

Senator Hotitanp. Mr. Chairman, I went to say that the Depart- 
ment of Agriculture would be misleading in its report, if it did not 
charge that as part of the cost of the agricultural price-support pro- 
gram. Having had a part in this legislation from the very Geuulne, 
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I know that from its inception its purpose lias been to cut down sur- 
pluses, and it emanated from this committee which handles agricul- 
tural matters, and not from the Foreign Relations Committee. It 
is the most valuable adjunct we have been able to work out to cut 
down our surpluses; and it has greatly reduced the losses which would 
have otherwise been sustained, and the costs which would have other- 
wise had to be paid under the price-support program, by enabling us to 
move great quantities of surplus commodities at world prices which 
would have spoiled or deteriorated without this outlet. So I simply 
want this point of view to be in the record, that I think sound methods 
of reporting the cost of the price support program should involve the 
difference between the cost of agriculture at price support value, plus 
storage and other costs, and the foreign currencies which have been 
received at world market prices. 

(Norr.—In the Department’s statement on costs of “Programs Primarily for 
Stabilization of Farm Prices and Income” credit is given for foreign currencies 
received. ) 

Senator Youne. Will the Senator yield ? 

Senator Hotxanp. I yield. 

Senator Youne. How can you charge, as a price-support operation, 
the losses on fruits and vegetables when there is no price-support 
program on them ? 

Senator Hotianp. The fruits and vegetables are not costing the 
price support program anything because they are not being price 
supported. 

Senator Youne. But they are being purchased and sold at a loss 
under Public Law 480. 

Senator Hortanp. They are being sold by private entrepreneurs. 

Senator Youne. I have no objection to this program, but I thin 
it is not right to charge it as a price-support operation. i‘ 

The Cuatrman. Dr. Paarlberg, you may proceed. 

Senator Hotanp. Let me add this, too; that everything that we 
have done in connection with fruits and vegetables, which is very 
minor, could have been done under section 32. Fruits and vegetables 
have not been demanding any special treatment, and haven’t been 
getting it. They have been getting very little inclusion under this 
program. We had to fight for what little inclusion we got, and the only 
loss that the Federal Government is sustaining under that program 
is in connection with the receipt of the foreign currency. We do not 
have the loss resulting from the difference ‘between the world price 
and an artifically high price paid under a price-support program 
which has feted kt enormous loss on all the people of our country 
and, certainly, is part of the cost of the price-support program, and 
there isn’t any way to regard it as anything else. 

Senator Youne. Will you yield? 

Senator Honianp. Yes. 

Senator Youne. How can you charge a loss under fruits and vege- 
tables to price supports, when there is no price-support program for 
them ? 

Senator Hottanp. I do not believe it could be done. 

Senator Youna. Well, that is what it is charged to. 

The Cuamrman. Senator Symington. 
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Senator Symrneton. Mr. Chairman, I have one comment. Con- 
firming what Senator Humphrey said, due to the collapse of the com- 
mitments of most of the nations in NATO, which we understand is 
mmaportant to our security 
~ fhe Cuarrman. That was 10 years ago. 

Senator Symineron. What they promised, as against what they 
have done; the 32 divisions in Turkey are absolutely vital to the secu- 
rity of the United States, according to all our top military leaders. 
Now, Senator Humphrey states that, if we did not have these food 
surpluses to support those troops, we would not have those 32 divisions 
for 6 months. ‘Then we would have to come and plead with our farm- 
ers to produce more. If that is true, those who should represent the 
farmer, to the best of their ability, in his present unfortunate situation 
should emphasize that this surplus was being utilized in the interests 
of our security. We pass many laws to give subsidies to nearly all 
other segments of the economy. Those agencies do not come down 
here and groan about the cost of these supports. They are proud 
about the fact they have been able to do something for a more pros- 
perous and secure America. 


The Cuarrman. Proceed, Dr. Paarlberg. 





COTTON 


Dr. Paartperc. The major reason that our cotton exports expanded 
so markedly in 1956-57 was CCC export programs. Exports last year 
reached 7.6 million bales, the highest total in a quarter of a century ; 
nearly 20 percent moved under the title I program. The expanded 
exports have made possible reduction in CCC cotton surpluses for the 
first time in 6 years. Instead of adding to the existing surplus carry- 
over, stocks this past season were reduced by more than 3 million 
bales. 

RICE 


A huge reduction in surplus stocks of rice resulted from a record 
export year, which totaled about 26 million bags, of which 18 million 
bags moved under foreign-currency sales. The title I shipments went 
to India, Korea, Pakistan, and Indonesia, where increases in consump- 
tion would be obtained without affecting world markets. These move- 
ments have disposed of surpluses which had accumulated since the 
1953 crop, and have greatly improved domestic marketing conditions. 


USES OF FOREIGN CURRENCY 


Foreign currencies received in Soe for commodities are de- 
posited to the account of the United States overseas, and are used for 
purposes authorized in section 104 of Public Law 480 and specified 
in the sales agreement. Several departments and agencies have re- 
sponsibility for administering the expenditure of these currencies. 
For example, the Department of Agriculture is concerned with the 
use of currencies for agricultural market-development purposes; the 
International Cooperation Administration for currencies loaned back 
to importing countries for economic development purposes; and the 
Export-Import Bank of Washington for currencies loaned to private 
business firms. 
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About $43 million in currencies has been tentatively earmarked for 
agricultural market development under existing agreements. To date, 
more than $9 million of this is being obligated for approved projects, 
together with contributions by private trade organizations cooperating 
in these projects of nearly $3 million. Results of these promotion 
efforts are already evident, in some instances. Cotton-promotion proj- 
ects undertaken in 21 countries have been a factor in the free movement 
of cotton overseas, and should continue to encourage exports for some 
time to come. The title I poultry sale to the Republic of Germany, 
plus a promotion project, resulted in dollar purchases by that country 
of more than 4 million pounds of poultry in 1957. Particularly good 
results have been obtained in Japan in maintaining United States 
wheat and tallow exports, and increasing the use of United States 
leaf tobacco. Commercial supermarkets have been opened up in Italy 
because of the success of a supermarket exhibit held during a trade 
fair there. These new markets are now selling many United States 
grocery items which had not been made available in Italy to any great 
extent. We believe that, as more projects are undertaken and more 
products exhibited at trade fairs, our export markets for many com- 
modities will widen considerably. 

Senator Youne. Could I interrupt just to say that I followed many 
of these programs in my trip around the world, and I think it is 
working out very well. We are increasing our sales in these foreign 
countries, as you say, and you have only cited part of the good examples. 

Dr. Paaripere. Thank you, Senator. 

More than ‘half the foreign currencies expected to accrue under 
existing agreements will be loaned back to importing countries for use 
in economic-development projects agreed upon with the International 
Cooperation Administration. Considerable emphasis is placed upon 
coordinating plans for the use of these funds with the overall devel- 
opment programs of these countries. In approving loan projects for 
agricultural purposes, care is exercised to avoid encouragement of 
production which would result in reduced outlets for United States 
agricultural commodities. 

The extension of Public Law 480 granted in August 1957 provided 
for relending of foreign currencies, largely to United States firms and 
their affiliates, to assist in the development and expansion of private 
business in foreign countries. The equivalent of about $45 million will 
be reserved for these purposes in agreements negotiated this fiscal year 
with France, Greece, Israel, Korea, Mexico, and Pakistan. These 
funds will be available to private business firms through the Export- 
Import Bank of Washington when commodities under these agreements 
are shipped and paid for and proceeds assigned to the bank. 
Currencies are also being used for the payment of United States 
expenses abroad; for the procurement of military services and equip- 
ment for military assistance; for educational exchange programs; for 
assistance to American-sponsored schools, libraries, and community 
centers; for the translation, publication, and distribution of books and 
periodicals; and for the purchase of goods for other friendly countries. 
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BARTER ACTIVITIES AND TITLE II 


Public Law 480 served to emphasize and strengthen barter opera- 
tions authorized by previous legislation. Since July 1954, exports of 
agricultural commodities from CCC stocks through barter have to- 
taled about $900 million at market value. 

In May 1957, the barter program was revised to assure that each 
barter contract results in a net increase in exports of the commodity 
involved and to require the payment of interest by barter contractors 
desiring delivery of agricultural commodities in advance of delivery 
of materials to CCC. Program procedures were also simplified this 
past December. In the first half of fiscal year 1958, barter contracts 
were negotiated for $3 million worth of commodities. 

We are now discussing a proposed barter transaction with India in- 
volving the exchange of 500,000 tons of wheat for strategic materials 
which we hope will be finalized soon. In addition, we are consider- 
ing other proposals to barter CCC stocks for strategic materials. 

Our recommendations include extension of the title IL program 
which permits the President to act quickly to relieve distress abroad 
caused by famine, flood, and other emergency conditions. I under- 
stand that representatives of ICA are here in the event informa- 
tion is needed concerning these activities. 

And there follow, Mr. Chairman, several tables which indicate the 
commodity composition of programs under title I agreements signed 
July 1, 1957, to February 5, 1958; a table showing approximate 
quantities of commodities under title I, Public Law 480 agreements 
signed July 1, 1957, through February 5, 1958; and a table showing 
planned uses of foreign currency under title I, Public Law 480 agree- 
ments signed July 1, 1957, through February 5, 1958. 

The Cuarrman. That will be put in the record as part of your 
remarks, 

(The three tables referred to are as follows :) 
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The Cuarrman. Dr. Paarlberg, as I pointed out to you, when we 
started these hearings, the committee of conference between the Senate 
and the House placed in the conference report this language: 


In this connection, the committee of conference expects that extra long 
staple cotton will be sold under the authority of this act, as is upland cotton, 
to any friendly nation without regard to the fact that this commodity may com- 
pete with a similar commodity produced outside the United States, and that all 
surplus agricultural commodities, regardless of the kind, will be made available 
for sale under the act without the imposition of conditions which would prevent 
or tend to interfere with their sale. Rather than in any way seeking to dis- 
courage or impede the sales of such surplus commodities, their sales should 
be emphasized if it appears that by such sale under this act a future market 


for dollars, in the regular course of international trade, may be established for 
such commodities. 


Now, as I pointed out to you—this was, by the way, suggested by 
Senator Hayden and those who grow that type cotton in the West; and 
I was informed that little or no attention was paid to that recommen- 


dation, and they are now suggesting an amendment to the bill reading 
as follows: 


Sec. —. In carrying out the provisions of the Agricultural Trade Develop- 
ment and Assistance Act of 1954, as amended, extra long staple cotton shall 
be made available for sale pursuant to the provisions of title I of the Act in the 
same manner as upland cotton or any other spurplus agricultural commodity is 
made available, and that no discriminatory or other conditions shall be im- 
posed which will prevent or tend to interfere with its sale or availability for 


sale under the Act. 

If you are not prepared to make comments on what I have just 
read, you may do so later. And I would like to have a little memoran- 
dum from you as to the effect of the inclusion in the bill of the amend- 
ment that is proposed by Senator Hayden and the producers of long 
staple cotton. 

Dr. Paarteerc. Would you like to have a comment now, or would 
you like a comment to be supplied ? 

The Cuatrman. Well, if you are prepared, yes, we might as well 
get through with it. 

Dr. Paartperc. Well, we did, in accordance with the provision writ- 
ten in the conference report, list long staple cotton as a surplus com- 
modity to be considered for programing in the various countries, and it 
was so considered. As I have indicated, and as the gentlemen around 
this table have indicated, the Public Law 480 program is a program 
with several purposes. It has aspects of foreign aid; it has aspects 
of surplus disposal. These various purposes are not always in complete 
harmony with one another. The committees which endeavor to de- 
velop the programs do the best they can to take account of the some- 
times reinforcing and sometimes conflicting aspects of the program. 
And that was done in this case and undoubtedly will be done with 
respect to future programs. 

The Cuarrman. Well, was any long staple cotton sold ? 

Dr. Paartperc. The answer is “No.” I would suggest, Senator— 

The Cuatrman. Well, there will be testimony presented to this 
committee, probably the next time we meet to have hearings on the 
bill. I don’t know what the testimony is going to be, but I under- 


stand that someone from the State Department or some other depart- 
ments objected to the sale of long staple cotton. The reason being 
that it would interfere with the sale of cotton in the same area by— 
well, Sudan, for instance. In other words, we are taking Sudan’s 
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market away by disposing of certain of these long staple cottons. 
But in any event, what I wish to say is that this testimony will be 
presented soon, and I would like to have some of you people here 
whenever it is presented, so that = can give your side of it. 

Now, is there any objection to having such a provision as this put 
in the law? 

Dr. Paarpera. Well, I don’t believe, Senator, that the statement 
is necessary. It is clear to us that long staple cotton is in surplus—— 

The Cuarrman. Well, you have authority now to do it. 

Dr. Paartperc. We have authority to do what—— 

The Cuarrman. Exactly what is now proposed. 

Dr. Paarteerc. That is my understanding. 

The CuarrMan. If that is true, then, there would be no serious ob- 
jection to putting it in the law. 

Dr. Paarteerc. Well, my answer is that, as it stands, it would not 
be a necessary thing. We have present authority to do this. 

The Cuatrman. Yes, but you would have no serious objection to it, 
would you? If you are not ready to answer today, I want to know 
before we make up the bill. 

Dr. Paarupera. I think, Senator, these questions could be addressed 
not only to us but to the representatives of other agencies of govern- 
ment that are concerned here. 

The Cratrman. There should be no others concerned than the 
Department of Agriculture. You are interfered with a lot by the 
State Department, so the story goes, and that is what I want to try to 
bring out if Ican. You would be in a better position to make a case, 
probably, after the testimony comes in from the long staple cotton 
producers who will testify here soon. 

Senator Arxen. Dr. Paarlberg, may I ask one last question? If 
there were no Public Law 480 in effect, how much would dollar sales 
of American exporters increase ? 

Dr. Paartsere. I do not know, Senator. We are required by the 
law to see that our exports under this program are in addition to the 
normal takings of the commercial market, and we do our best to com- 
ply with that provision. I think it would be overly self-serving to 
say that we succeed 100 percent, but we do succeed to a very marked 
degree, we believe. I hink if there were no Public Law 480, it is pos- 
sible that commercial sales of farm products might be higher by some 
few dollars than they presently are. But we - feel that the great 
bulk of our movement is in addition to what would ariinesite be 
taken. 

Senator ArkEN. Well, how much do Public Law 480 programs cut 
in on the general commercial exports of other producing countries? 

Dr. Paarteera. Well, Senator, I don’t think that it does. Now, 
I realize there is a difference of opinion on this, but inasmuch as 
the great. bulk of our products are going into those areas that do 
not have American dollars or the dollars of other agricultural ex- 
porting countries with which to buy food, we feel that not only is 
this movement in addition to our own sales but in addition, as well, 
to the commercial sales of other countries. 

Senator A1rxen, And I have one more question. What. percentage 
of our exports of wheat is in the form of flour ? 
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Dr. Paarteerc. I cannot answer that, Senator. Maybe Mr. Gar- 
nett could say. 

Mr. Garnett. I say about 10 percent. 

Dr. Paartpere. About 10 percent. 

Senator Arxen. The reason I asked that is that I happened to be 
in places where I felt we were definitely losing export markets for 
wheat because of the insistence that they take some of it in the form 
of flour. They did not want flour. It costs them 214 times as 
much to get that wheat in the form of flour. The ocean freight rates 
are much higher; are they not? So instead of getting wheat or 
flour from the United States, they can go into Cansde and get wheat. 

Dr. Paaruperc. One of the boys with me might have a comment 
on that. 

Senator Arken. Somebody is awfully shortsighted. I am inclined 
to think it is the American milling interests. I do not see where 
they can gain, but I see where they can cause other people to lose. 

The CuarrMAn. Will you identify yourself for the record please? 


STATEMENT OF RAYMOND A. IOANES, DEPUTY ADMINISTRATOR, 
FOREIGN AGRICULTURAL SERVICE, UNITED STATES DEPART- 
MENT OF AGRICULTURE 


Mr. Ioanes. My name is Raymond Ioanes, Foreign Agricultural 
Service. As you know, a lot of countries are developing milling 
industries—— 

Senator Arken. On account of ocean freight rates. 

Mr. Ioanes. And as they develop, they move from a raw materials 
economy to a manufacturing economy; and this is part of the pic- 
ture. So many flour-exporting countries, including ourselves, are 
having difficulty maintaining foreign markets, and it is difficult to 
get a country to take flour when they have their own mills. 

Senator Arkxen. So they go to some other country to get their 
wheat ? 

Mr. Toanrs. Not necessarily. It is a problem elsewhere also. 

Senator Younea. I would like to ask 1 question for myself and then 
3 questions for Senator Schoeppel. We have disposed of practically 
all of our surpluses of white and soft red winter wheat under this 
program ; have we not? 

Dr. Paartgerc. We have pulled down our stocks of white wheat 
very sharply ; yes, sir. 

Senator Youne. And of Soft Red Winter wheat, too? 

Dr. Paartperc. Yes. 

Senator Youne. And most of our surpluses are now high-protein 
spring wheat and Hard Red Winter wheat. Why have you pro- 
gramed so much of this soft wheat and left so much of this hard 
wheat here? It is good quality wheat, but I think the spring wheat 
area produces the best wheat of any area. 

Dr. Paartpera. I think the reason was the very heavy movement 
of wheat into southeast Asia, particularly India, a year ago in re- 
sponse to their needs; and this is the kind of wheat they have been 
accustomed to, to a great extent, and was handy to the Pacific coast. 
I think that more than anything else was responsible for the heavy 
out movement of that class. 
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Senator Younc. Well, these countries are buying quite a lot of top 
quality wheat from Canada. Why don’t you program more of our 
wheat under this program ? : 

Dr. PAARLBERG. Mr. Garnett tells me that we are now programing 
more of the hard wheats including spring wheat. 

Senator Youne. I ran into this problem in India, where they grind 
wheat with stones. They are more accustomed to soft wheat and they 
do not know how to handle this hard wheat so well 

As Senator Schoeppel wasn’t able to be here, he wanted me to ask 
3 questions for him. He is attending a very important meeting of 
another committee. The first one is: We have been operating under 
title I of Public Law 480 for 3 fiscal years. This gives us a chance 
to review the results in some perspective. Have the countries with 
whom we negotiated Public Law 480 agreements tended to reduce 
their purchases for dollars below what we could have expected in the 
absence of the title I program? I think you have already answered 
that. 

Dr. Paaruperc. I did, I believe, in answer to Senator Aiken. I 
think not only have our total exports been at a higher level, but the 
commercial exports, apart from Public Law 480, have been, I think, 
at next to the all time record, which is indicative of the fact that our 
commercial sales as well as our sales under this program have in- 
creased. 

Senator Arken. Commercial sales increased about $500 million last 
year besides the increase in Public Law 480, as I figure it out. 

Senator Youne. I think you made a very forthright statement in 
saying that to some small degree you cannot prevent some infringe- 
ment on other exports but you think you held it to a minimum. 

His second question is: Has the implementation of title I of Public 
Law 480 been helpful in opening up new markets for United States 
farm products? Can you give any illustrations? 

Dr. Paarteere. I think the best illustration is poultry in Germany. 
There was almost no market for American poultry in Germany. We 
came in with a small program. We developed a taste and a liking 
for the American product, which is a good product. We then with- 
drew our program and commercial exports of poultry to Germany 
have continued to increase. We have also, I think, developed markets 
for oils in Spain, for example, and in Italy. So there are a number 
of such illustrations. 

Senator Youne. I could cite another one—milk in Bangkok. 

Dr. Paarteerc. That is a good illustration. 

The Cuarrman. You have a good program in Japan. 

Senator Youna. The third question is: Is the interagency ma- 
chinery used under the program interfering with the carrying out 
of the act to the benefit of United States agriculture? 

Dr. Paarteerc. We think the interagency machinery is good and 
obviously necessary because of the multipurpose aspects of the pro- 
gram which have come out so vividly around the table today. This 
means the various agencies that are concerned with movement of agri- 
cultural products, with foreign aid, economic development, with the 
Military Establishments, that these people must participate in pro- 
grams that have a bearing on their operations. So, instead of being 
an impediment, this operation, I think, is an expediting operation. 

Senator Young. Thank you, sir. 
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The Cuarrman. Senator Thye. 

Senator Ture. Dr. Paarlberg, to what extent are you able to make 
use of the existing businessman that had normally been operating in 
the export field, in your exports of any of these commodities under 
Public Law 480? 

Dr. Paar.perc. We think, Senator, to a very high degree. The 
whole program has been developed so as to use the existing channels 
of trade, use the know-how of people who have been in this business 
for years. 

Senator Ture. Would you give us an example? For instance— 
we will go beyond wheat because that is in the International Wheat 
Agreement, and so forth—let’s take lard, for instance. How do you 
make use of the experienced exporter in that field ? 

Dr. Paarteerc. Mr. Garnett, I think, could explain that better 
than I. 

Mr. Garnett. The lard exports that have been made under Public 
Law 480 have been made through the regular commercial lard 
exporters. 

enator Tuys. In other words, you have not interfered with pri- 
vate enterprise. You have drawn on the experience and the under- 
standing and know-how of the private exporter to help you in chan- 
neling and disposing of these products. 

Mr. Garnett. That is correct. 

Senator Toys. And that is true also of all other commodities? My 
reason for asking that question is that you must safeguard our busi- 
nessmen. The Government is in this huge business under Public 
Law 480 which we are proposing to expand, and therefore we must 
make certain that we do not dry up the channels of private enterprise 
in the export field. If you were to retire from the activities under 
Public Law 480 we would have to rely on the continuing experience 
of the commercial exporter. 

Mr. Garnett. It is written in the law that all of these transactions 
should be made through private trade channels. 

Senator Tuyr. Do those men come to you and say, “I have devel- 
oped a market in country X, and we now want to draw from the Com- 
modity Credit stocks to fill this order” ? 

Mr. Garnett. I could hardly say, Senator, that it works just that 
way. The framework of the negotiations are worked out on a gov- 
ernmental basis, and the agreements then are consummated with pri- 
vate trade. 

Senator Toye. Thank you. 

That is all I have, Mr. Chairman. 

The Cuatrman. Any further questions? 

(No response. ) 

The Carman. Thank you very much, Dr. Paarlberg. 

Does Dr. Mann want to be heard ! 

Senator Arken. I would like to ask him a couple of questions. 

Senator Tuyr. Mr. Chairman, I want to say that Dr. Paarlberg 
gave us a very informative statement and explanation of the trans- 
actions of Public Law 480. I wish to commend him because I have 
information here that I have not been able to obtain at a previous time. 

Senator Youne. I want to join in that same comment. 

Mr. Mann. I have no particular desire to read my statement, Mr. 
Chairman. I am here to serve the committee if it needs me. 
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The Cuarrman. Well, your statement will be put in the record at 
this = as though you had read it. 
(The prepared statement of Mr. Mann isas follows :) 


STATEMENT OF HON. THOMAS C. MANN, ASSISTANT SECRETARY 
OF STATE FOR ECONOMIC AFFAIRS 


Mr. Mann. Mr. Chairman and members of the committee, the De- 
artment of State appreciates this opportunity to present its views on 
ublic Law 480 with respect to its influence on our foreign relations. 

The Department of Agriculture in its testimony has emphasized 
the importance of Public Tae 480 as a means to reduce the size of our 
agricultural surplus and to develop new markets for United States 
farm products pra While we recognize that this is the primary 
purpose of the act, at the same time we are able to use it to good 
advantage in furthering our foreign policy objectives of strengthening 
the political and economic stability of the free world. _ 

Although title I sales under the act account for the major movement 
of farm surpluses, activities under titles II and III are significant. 
Since the beginning of the program through June 30, 1957, a total of 
$351,699,000 worth of food has See distributed under title II to needy 
people suffering from the results of floods, earthquakes, droughts, and 
other natural disasters. This title also is used to good advantage in 
assisting refugees and in supporting our political objectives in special 
cases where quick action is necessary in the best interests of the United 
States and other countries. 

The voluntary agencies during the same period have carried on a 
very effective program under title III on a people-to-people basis. A 
total of $753,402,000 worth of commodities have been distributed to 
alleviate hunger throughout the world through school-lunch programs 
and direct feeding. Although such statistics are impressive, it is not 
possible to place a price tag in terms of dollar value on the goodwill 
generated by programs which demonstrate that the American people 
are ready to lend a helping hand when and where it is needed. 

The Department of State is responsible for negotiating Public Law 
480, title I, sales and loan agreements with foreign governments. We 
must insure that the resulting programs are effectively coordinated 
with other United States activities abroad, that they are in accord with 
our overall foreign policy objectives, and that surplus sales do not 
interfere with the normal marketings of the United States and other 
friendly exporting countries. The bulk of our sales under this title 
have been to countries with foreign exchange difficulties. In such 
cases, Public Law 480 provides much-needed commodities and, at the 
same time, enables the recipient countries to utilize their scarce forei 
exchange to purchase capital goods required for their economic a 
velopment. 

Foreign currencies resulting from title I sales are used for various 
purposes. First priority uses are those for which United States 
agencies purchase foreign currencies with dollars. The amounts set 
aside for these reimbursable uses depend on United States require- 
ments and the financial condition of the recipient countries. In ad- 
dition, there are other nonreimbursable United States uses which are 
important from the standpoint of our foreign relations. Among the 
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most significant are those which provide for international educational 
exchange and assistance to American-sponsored schools and binational 
centers. Although these currency uses do not provide for direct 
dollar return to the United States, they undoubtedly will pay big 
dividends in the long run by promoting education and a better un- 
derstanding of our unselfish motives in Slain to provide a better way 
of life to people of the less-developed countries. 

The most important currency use so far as participating govern- 
ments are concerned is for loans under subsection 104 (g) of the act. 
This provides that a substantial portion of the sales proceeds may be 
loaned back to the recipient country to finance economic development 
projects. Typical projects are electric-power development, exten- 
sion and rehabilitation of railroads, highway improvement and main- 
tenance, farm-to-market roads, expansion of iron and steel produc- 
tion, cold-storage plants, grain-storage facilities, improvement of port 
facilities, irrigation and drainage, and nioiehiientel Adminven centers. 
Agricultural activities are confined to those which are related to 
crops complementary to United States farm production. 

A major problem in connection with economic development is the 
large backlog of foreign currencies which have not been put to use. 
Steps are now being taken to remedy this situation and present policy 
calls for simultaneous negotiation of the sales and loan agreements. 
This should help materially in a wider utilization of local cur- 
rencies. 

Foreign currency loans are being made to private enterprise, both 
United States and foreign, through the Export-Import Bank, under 
the terms of the Cooley amendment which became effective in fiscal 
year 1958. We have made a strong effort to comply with congres- 
sional intent expressed in the conference report, which states that, 
unless there are overriding compelling reasons, it is expected that not 
to exceed 25 percent of the title I sales proceeds will be set aside for 
such loans under subsection 104 (c) of the act. In several instances 
suena ey of the Cooley amendment was waived, either because it 

not fit local circumstances, i. e., Poland and Yugoslavia; or where 
the agreement provides for 100 percent dollar return to the United 
States, i e., United Kingdom; or where the commodity sale could not 
have been made because the other government objected strongly to 
providing for private investment loans, i. e., Spain. In the latter 
case, however, the 25 percent proposed for Cooley amendment loans 
was transferred to United States uses under subsection 104 (f) of the 
act. In several other cases the amount was reduced to 15 percent 
because of overriding political reasons. 

In conclusion, the Department of State believes that as long as we 
are faced with the problem of accumulated agricultural surpluses, 
Public Law 480 is a good way to make them serve useful purposes. 

Senator Arken. I just want to ask a couple of questions for the 
record. 

Mr. Mann. Yes, sir. 

Senator Arxen. You answered pretty well in your statement as to 
how the use of Public Law 480 is improving our foreign relations. I 
think you made it plain in your statement that you consider it is im- 
proving our foreign relations. 

Mr. Mann. Yes, sir, very much so. 
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Senator Aiken. And the other question, which has not been brought 
up: Does the agricultural production of the United States represent 
aaa the biggest advantage we have over the Soviet Union today ? 

Mr. Manv. It is one of the great advantages we have, yes, Senator. 

Senator Arxen. I cannot think of any greater provable advantage. 
I think we overlook that in this competitive world where we are com- 
peting for mind and business as well as military supremacy, that 
American agricultural production represents almost the biggest ad- 
vantage we bavesipsobubiy the biggest advantage. 

Mr. Mann. Mr. Chairman, I will be able to answer your questions 
about Sudan, if you wish me to. 

The Cuatrman. Well, this program, of course, is more or less a 
supplement to our past foreign aid programs, is it not ? 

fr. Mann. In a number of cases it is supplementary to our aid pro- 
grams, yes. 

The Cuarmman. And I presume that if you did not have Public Law 
480 on the statute books, you would be asking for more cash? 

Mr. Mann. I think that might be necessary in certain cases. 

The Cuatrman. Thank you, Mr. Mann. 

Senator Arxen. I have read Mr. Mann’s statement and it is a very 
good statement. 

The Cuarrman. All right, I understand a representative from the 
Farm Bureau is present and desires merely to have his statement put 
in the record at this point. 

Mr. Drerz. Sir, 1 would like to enter our statement in the official 
record, if I may; and I would like to make a few remarks, very short, 
very brief. I believe this is what you requested. 

The Cuarrman. Proceed. 


STATEMENT OF GEORGE J. DIETZ, DIRECTOR, INTERNATIONAL 
AFFAIRS, AMERICAN FARM BUREAU FEDERATION 


Mr. Drerz. We have heard this morning a whole lot about 480’s 
economic aid aspects. Farm Bureau is interested in keeping interna- 
tional trade at a high level, and I think we should not forget that this © 
is the Agricultural Trade Development Act. We are in tae of ex- 
tending the law for 2 years. We are slightly under the administra- 
tion’s position; we believe we should have $1,250 million for the first 
year and $750 million for the second year. 

I have a chart which we have worked out over here, Senator, which 
I think you would be interested in seeing, if I may just show this to 
the committee. I think you will be interested in seeing it. This is an 
analysis of total farm exports and the percentages that have moved 
out during fiscal year 1957 under the 480 agreement, the mutual 
security program and a very small amount under Export-Import 
Bank liana: There is no reason why we happened to place rice 


first, but you can see, and I think you will agree, that international 
trade, to be sound in the future and if we are to build sound future mar- 
kets for our farm commodities, has to be for dollars. We have to work 
for this. Seventy-one percent of our rice export was shipped out, 
either under 480, mutual security or Export-Import Bank loans. In 


wheat it was 68 percent. In feed grains it is 63 percent; cotton is 
37 percent. 
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The Cuatrman. Livestock-dairy. 

Mr. Dietz. 34 percent. 

The Cuarrman. Vegetable oil seed. 

Mr. Drerz. Thirty percent. Tobacco was 9 percent. Fruits and 
vegetables were 7 percent. 

Now, it is important that we should consider and understand what 
large quantities move under Government programs. 

enator ArkEeN. Well, I think, Mr. Dietz, we want to take into 
consideration that rice went largely to southern Asiatic countries for 
relief purposes ; and we would have bought it, if we hadn’t had Public 
Law 480, and shipped it to them. 

Mr. Dierz. I would also like to add here that we are in opposition 
to the 55 shipping restriction. We feel we have lost markets because 
of this requirement. 

The CuatrmMan. Well, do you cover that in your statement ? 

Mr. Drerz. We do. Another thing I want to add very briefly is we 
think there should be no world food reserve of any sort. We believe 
this matter has to be flagged and observed by Congress. That is all 
I have, sir. 

The Cuatrman. Thank you. 

(The prepared statement of Mr. Dietz is as follows :) 


The American Farm Bureau Federation appreciates the opportunity to pre- 
sent to this committee its recommendations regarding Public Law 480, the 
Agricultural Trade Development Act. 

The 1954 policies of the AF BF stated : 

“Surplus farm products that cannot be sold abroad for dollars should be 
offered for sale and export through private channels, under limitations deter- 
mined by the Secretary of Agriculture, in exchange for local currencies.” 

Based on this policy Farm Bureau vigorously supported the Agricultural 
Trade Development and Assistance Act. This act was passed by Congress and 
signed by the President in July 1954. It was designed as a 3-year program 
and $700 million was authorized for sales for foreign currency. 

The three main objectives of the Public Law 480 program were: (1) to reduce 
surpluses by making possible sales of farm products in addition to the normal 
dollar sales: (2) to establish private trade channels for sales of farm products 
which could be continued with dollar sales after the termination of the program; 
and (3) to use part of the currency received from such sales to develop new 
markets or expand old markets for farm products. In our opinion these objec- 
tives are stillsound. There is no reason to.alter them. 

In 1955 and 1956 Farm Bureau supported legislation which increased the 
original $700 million of foreign currency sales to $3 billion. In 1957 Farm 
Bureau recommended to Congress a further extension for 2 years and an 
increased authorization of $1 billion for fiscal year 1958, 

Farm Bureau 1958 policies state : 

“We recommend: Extension of Public Law 480. Farm Bureau takes pride 
in its leadership in developing the Agricultural Trade Development Act. This 
law has been successful in moving substantial quantities of surplus farm prod- 
ucts into foreign markets. We recommend that this law be extended and ade- 
quate funds provided. We believe, however, that this program should be ter- 
minated as soon:as our agricultural surplus situation will permit. Public Law 
480 was designed as a temporary program to help relieve problems caused by 
unrealistic domestic farm programs. It is not a permanent solution nor a 
satisfactory substitute for trade for dollars. 

“Sales for foreign currency must not replace sales for dollars. Public Law 
480 sales efforts should be directed toward those countries which lack sufficient 
dollar exchange to purchase our farm products.” 

Based on the above policy, the American Farm Bureau Federation Board of 
Directors at its January meeting, decided as follows: “We recommend exten- 
sion of Public Law 480 for 2 years, and that the following funds be provided: 
$1,250 million for the first year ; $750 million for the second year.” 
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The original law establishing Public Law 480 prescribed a temporary program 
with a 3-year limitation. While it has been necessary to extend the law beyond 
this period, Farm Bureau has emphasized that it is imperative to recognize that 
Public Law 480 is a temporary program. Congressional committee reports on 
these extensions also have emphasized this point. 

Agricultural exports in fiscal year 1956-57 amounted to $4.7 billion. About 
42 percent of our exports moved under direct Government programs such as 
sales for foreign currency, gifts and barter (title I of Public Law 480 accounted 
for 19 percent). Sales for dollars increased by $648 million with cotton sales 
under the cotton export subsidy program accounting for 75 percent of the 
increase. Dollar export sales of wheat were also subsidized. (See attach- 
ments.) If we included the exports made possible by subsidizing the sales 
price, it is estimated that about 70 percent of our exports were the result of 
some form of Government assistance. These data are alarming. We feel 
that it would be extremely unhealthy for American agriculture, if these condi- 
tions continue over a protracted period of time. 


SHOULD PUBLIC LAW 480 BECOME PERMANENT? 


Farm Bureau thinks that it should not. A program of sales for foreign 
currency can benefit American agriculture only a limited length of time before 
markets start orienting to this way of doing business. The trade becomes 
acclimated, as it were, to such sales. In short, customer nations start to con- 
sider unconsciously or consciously, the Public Law 480 operations as a normal 
part of commercial trade. There are indications that just this already has 
happened in some instances. We view with serious concern evidence that some 
countries are adjusting their dollar exchange so that very little of it is used 
for the purchase of American farm products. They are taking for granted 
that they will be able to purchase a substantial portion of their food and fiber 
needs from the United States with local currency. This places United States 
farm products in a very vulnerable position and jeopardizes future dollar 
markets. 

There are further indications that some countries are requesting Public 
Law 480 agreements before attempting to purchase American farm products 
through other means. Sales for foreign currency should be utilized to increase 
total agricultural trade, not to replace trade through regular channels. Pro- 
grams are available which provide favorable terms of credit for the purchase of 
United States food and fiber. Foreign customers should be encouraged to fully 
explore Commodity Credit Corporation credit sales and Export-Import loans 
before being offered the Public Law 480 program. 

United States representatives at all levels should make this crystal clear 
to all foreign customers. Public Law 480 agreements should be recommended 
only where there is strong evidence that sales can be made in no other manner 
or that total food and fiber consumption will be increased. These factors make 
it imperative that in extending Public Law 480, Congress should indicate that 
Public Law 480 is a temporary measure and that a more permanent basis for 
trade should be developed. Foreign countries should not come to depend on 
“easy sales” through this program. 


CONCERN ABOUT AMERICAN AGRICULTURE BECOMING TOO DEPENDENT ON PUBLIC 
LAW 480 


There is some evidence that American agriculture is becoming too dependent 
on Public Law 480 type programs. 

We have been very successful in moving substantial portions of our surpluses 
into export markets, but at the same time we have not been successful in re- 
moving the Government incentives for surplus production. As a consequence, 
United States farmers have continued to produce in excess of effective market 
demand. 

When Public Law 480 was passed on July 10, 1954, CCC had titles or held 
loans on $6 billion worth of agricultural surpluses. Three years later, at the 
close of fiscal year 1957, agricultural surpluses amounted to $7.3 billion. In 
short, we have had to run very fast in our export program to stand still (and 
perhaps lose a little ground) in our surplus situation. 

Objections from competitor nations whose friendship and cooperation is 
necessary to the United States have not been infrequent. Some of these nations 
are very good customers of American farmers. However, for the most part, they 
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have recognized that our serious surplus situation required programs to move 
substantial portions of United States production into the export markets. These 
competitor nations have been willing to accept such programs as a temporary 
means of alleviating our surplus problem. We can expect hostile reactions 
from them should we not show our firm intention of preventing sales for foreign 
currency from becoming a permanent means of exporting American farm prod- 
ucts. We repeat, we do not believe they will accept a permanent Public Law 480 
operation without serious retaliation. 


BARTER 


Farm Bureau also wishes to take this opportunity to renew its support for the 
principle of the barter program. Farm Bureau policies state : 

“Our essential raw materials stockpiling program should be continued with 
proper safeguards. Surplus farm. products should be traded under Public Law 
480 and otherwise, for essential materials that may be stored indefinitely with- 
out deterioration. Security stockpiles should be isolated from normal domestic 
requirements and used only in case of national emergency.” 

We feel that it is possible to conduct an effective barter program without dis- 
placing dollar sales. 

DANGERS OF THE WORLD FOOD BANK 


The American Farm Bureau Federation is opposed to any world food-bank 
scheme, The dangers are real: (1) The United Nations is a political body. It 
is, therefore, necessarily subjected to political intrigues. The Soviet bloc is a 
bloc is a vigorous and powerful force in this organization. We should not allow 
American farm surpluses to fall under the control of the United Nations or any 
similar world body; (2) a world food bank would tend to regulate and unavoid- 
ably contrel world prices and markets; (8) it would have a disruptive effect on 
international commerce. 


MUTUALLY ADVANTAGEOUS TRADE 


The true objectives of the American farmer should be expanded dollar mar- 
kets. Farm Bureau supports a 5-year extension of the reciprocal trade agree- 
ments program. 

Farm Bureau considers the Reciprocal Trade Act more fundamental to the 
development and maintenance of foreign markets than such temporary programs 
as sales for foreign currencies under title I of Public Law 480. It also is prefer- 
able to a permanent policy of large appropriations for so-called economic aid, 
paid for by the taxpayers. 

Unless we permit our foreign customers the right of selling their products in 
the United States and earning dollar exchange, the goal of expanded dollar 
markets for American farm products will be impossible to attain. 
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{Attachment [J ~ 


Agricultural exports fiscal year 1957 (estimated) 








[Millions of dollars] 
Exports 
Commodity Total under Gov- | Outside of 
exports ernment programs 
programs ! 

Wnts ss SE eee 958 655 303 
Fee ARNE 5 nn ccccacadmiconsasbugenctnhnbced 361 227 134 
ROB io ocekccc cnncccskeeedncdannn teenie 190 134 56 
RR ait tostac>netenmenel aio sinend spade dada dei 91 9 82 
OOmgths 22s ob kdb Saevcnnebad iSesescWetue Seeeee 1,115 525 590 
Livestock products (dairy) -._.....-.-_-- seciaie 700 240 460 
Vegetable oil and o'lseeds.............-......--- 455 135 320 
Fruits and vegetables. ...................---..- 363 25 338 
TORRID pcaandetcs etic cabs dade 340 30 310 
OURBE. 562. od cctis tocinccaledeh waninpeipnaniee 151 20 | 131 
SW. cvGanabaimccthetersacaeeaat eae 4, 724 2, 000 2, 724 
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Percentage 
under Gov- 


ernment 
programs 





} Programs: Public Law 480, all titles, mutual security 402, Export-Import Bank loans (only $70,000,000). 


Source: USDA. 
[Attachment IT] 


Title I, Public Law 480, the Agriculture Trade Development Act—Commodity 


composition of all agreements signed through June 30, 1957 


Commodity Unit Approximate 
quantity 

Thousands 

Whent and wheat Gaur. «. << sinninc ci cceces-nueenee Bushels_---_....-- 453, 951. 0 
Fegtrees 5 Sob. oes cag coeccneciie~santant ae ee eee 1 75, 048.0 
this 6a nbonschundnchietundancebadeaieaaa Hundredweight- -- 22, 733. 0 
aa Te ain ie upline’ 2, 665. 7 
a eee ee Re 16.7 
DER CIO 5 5 onc tn pss cm tL aneaeee ee 3c 05ce 156, 125. 0 
PORN iii oi od iccdnndponeuk cuddbebtanteisecasae ee hss. cbso4 160, 426.0 
Diet CRs ain a vice one ncdgacantic~dnessnacdeeeae ct ain 8 116, 438. 0 
OE MR heh eatin on nck n kenwine ulisig siesta to saishioapneanatin mee Sitacccokees 1, 774, 617.0 
a i a a a A I i tN 3, 000. 0 
DP IE ec onic nn ct cacidekicinnisaneacneneas Hundredweight- -- 44.0 
a, RS eae eee Poti... ....5.2 123, 932. 0 
ROG nciiad Sic Sans 6 abies iennecatindubeeds Hundredweight. -- 55.0 
WN, CONE 5 6 iiirccccecekns scucdcddngy tn teedsapdaalounsesh sadn deans 
COCR CII asi sis ie ns crn cin cw tine icsneneietihtai Lataeg: Sawn qpinlgdenicdealneanne tb aeaaaale 
Biotin ndccctcnctiéscniucastneectmnedutonianaguetaaa haath ded 


1 Corn, 29,941; oats, 5,474; barley, 32,025; grain sorghums, 5,795; feed wheat, 1,813. 
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The Cuarrman. Mr. Johnson? 

Mr. Jounson. Yes, Senator. 

The CuatrMan. You have astatement ? 

Mr. Jounson. I have a very brief statement which I would like to 
present for the record. 

The Cuarrman. All right, proceed. 


STATEMENT OF REUBEN L. JOHNSON, JR., COORDINATOR OF LEGIS- 
LATIVE SERVICES, NATIONAL FARMERS UNION 


Mr. Jounson. I am Reuben Johnson, coordinator of legislative serv- 
ices, National Farmers Union. It is my privilege to present recom- 
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mendations of Farmers Union for the broadening and extension of the 
Agricultural Trade Development and Assistance Act. 

he opportunity to present our views at some length was given us 
last year at the hearing on Public Law 480, chaired by Senator 
Humphrey. We propose today, therefore, to limit our statement to a 
concise review of our recommendations. We invite your earnest 
consideration of the following suggestions. 

First: We favor amending title I, section 103 (b) to provide for a 
5-year extension of the law with an annual authorization of $2 billion. 

Second: We believe there is justification for greatly increasing ac- 
tivity under title LI, sections 203 and 204. We favor a 5-year extension 
of this title with a goal of using $1 billion annually in its imple- 
mentation. 

We should like to see greater use of voluntary private overseas relief 
oie in the administration of title II. Such organizations as 
CARE and the many religious organizations should be utilized to the 
fullest possible extent in the implementation of the famine and relief 
provision of title IT. 

Third: Section 201 should be clarified to make certain that elimina- 
tion of chronic poverty in friendly nations is an approved purpose of 
the donations of abundant United States farm products. 


Fourth: We urge that a new subsection be added to section 104, as 
follows: 


Establishment of universal free systems of general and vocational educa- 
tion in friendly nations without such systems. 

It is almost impossible to conceive of economic growth and expan- 
sion and development of markets where 90 percent of the people can- 
not read or write and where even children are needed at home for the 
work required for their sustenance and clothing. The emerging na- 
tions cannot get off of economic dead center unless something is done 
from the outside to cut through the cycle of poverty. In many in- 
stances this assistance can be given in the form of long-term loans of 
food for which payment is made in local currencies. Some grants 
should be Gioaaitibe 10wever, if repayment of the full amount of loans 
Ans preclude desired economic growth of the nation receiving such 
aid. 

Fifth: In the conduct of our foreign policy economic development, 
dollar loans are authorized under the Mutual Security Act. Farmers 
Union has supported such economic assistance. In this connection, we 
should like to urge that where feasible our abundant food be used to 
aid in financing capital investment projects of basic economic nature 
such as dams, roads, et cetera. Our abundant wheat will go a long 
way toward aiding countries such as India in providing work op- 
portunity on projects which, when complete, will contribute to the 
upgrading of standards of living generally. 

We know that these are problems to be solved to make possible such 
use of United States food and fiber and that. many of the technicalities 
cannot be solved through enactment of legislation. We believe, how- 
ever, that the interest of all the citizens of the United States would be 
served if means can be found to utilize our great storehouse of food 
in the emerging areas of the world. 

Sixth: Local currencies in the hands of the United States will tend 
to build up in the years ahead as loans are repaid and as we continue 
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to sell our farm commodities abroad under Public Law 480. We hope 
that we can make prudent uses of such currencies as we have this far 
in the economic development loans that have been made to about 35 
countries. We urge in this connection that attention be given by your 
committee to greater use of local currencies in financing purposeful 
and educational travel of farm groups and others to friendly nations 
and in bringing farmers and others in the nations receiving our food 
to visit the United States. 

Seventh: Provision for barter should be retained with appropri- 
ate action by the committee to direct the Secretary of Agriculture to 
continue the full-scale operation of section 303. 

In this connection, Mr. Chairman, we agree with you that iron ore 
in the backyard of the United States is desirable where it is possible 
to swap wheat and other commodities for it. 

Eighth: Food is now contributing greatly to the attainment of the 
objectives of our foreign policy. That is as it should be. It is clear 
also that food can be used to an even greater extent than at present. 
We hope that you will give full consideration to prudently using 
greater quantities of United States agricultural commodities as you 
act upon legislation to extend Public Law 480. 

Since it is becoming increasingly evident that Public Law 480 opera- 
tions are complimentary to our overall foreign policy objectives, we 
hope that you will continue to keep the record straight as to the share 
of the cost which rightly should be charged to all the citizens of the 
United States. 

Ninth: It follows logically, Mr. Chairman, that—as already pro- 
vided in section 102—steps be taken to finance out of funds appro- 
priated the sale and exportation of surplus agricultural commodities 
whether from private stocks or from the stocks of the Commodity 
Credit Corporation. 

Sections 201 and 202 should be amended to provide that commodi- 
ties from private stocks be used in accordance with provisions of these 
sections. 

We want to associate ourselves with the statements made earlier by 
Senators Humphrey and Symington concerning the importance of 
Public Law 480 and we should like also, Mr. Chairman, to express 
support for the bill Senator Humphrey introduced yesterday. I have 
reviewed its provisions while waiting to testify and find it fully 
consistent with the views of Farmers Union. 

Senator Humphrey’s bill is S. 3223. 

We appreciate your courtesy and the opportunity given for the 
presentation of our views on Public Law 480. 

The Cuarrman. Thank you, Mr. Johnson. 

Any questions ? 

Senator ArkEen. No questions. 

The Cuatrman. All right, the last witness is Mr. Norton. 


STATEMENT OF N. J. POST, DIRECTOR, DIVISION OF SPECIAL 
SERVICES, NATIONAL MILK PRODUCERS FEDERATION 
Mr. Post. Mr. Chairman, I am N. J. Post, and I would like to pre- 


sent Mr. Norton’s statement. 
The Cuarrman. What is your full name, sir? 


<<  ° |. 
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Mr. Post. N. J. Post, director, division of special services, National 
Milk Producers Federation. 

Let me add, Mr. Chairman, Senator Aiken, that Mr. Norton had 
hoped and planned to be with you this morning but his testimony be- 
fore the House subcommittee was put over until today and he could 
not be here. 

The Cuarrman. All right, proceed. 


STATEMENT OF E. M. NORTON, SECRETARY, NATIONAL MILK 
PRODUCERS FEDERATION (PRESENTED BY MR. POST) 


Mr. Posr (for Mr. Norton). We thank you for this opportunity to 
present the policies of the National Milk Producers Federation before 
this committee on the continuation of the Agricultural Trade Devel- 
opment and Assistance Act, Public Law 480. 

Our membership is made up of some 800 dairy farmer owned and 
controlled dairy cooperatives with a producer membership in excess of 
500,000 dairy-farm families. 

We have supported the objectives of Public Law 480 before and 
since its enactment on July 10, 1954, The effectiveness of this legis- 
lation in providing outlets for the beneficial utilization of our dairy 
production has been and continues to be dramatically demonstrated 
through program operations under titles I, II, and III of the act. 

In recognition of the committee’s wishes that testimony at this time 
be brief, we are summarizing the points we respectfully direct to 
the committee’s attention : 

First : Efforts on the part of United States Department of Agricul- 
ture to include dairy products in larger volume in the commodity 
makeup of agreements under title I should continue. If advice and 
counsel of the dairy industry would be helpful when these agreements 
are being negotiated, we would be pleased to make such advice or 
counsel available to the Department. 

Second: The reports on distribution programs carried on in foreig 
countries by the voluntary relief agencies under title III are forceful 
evidence of the contribution these programs are making toward im- 
proving the nutritional level of undernourished peoples in friendly 
foreign countries. We suggest that these programs have significant 
foreign-aid implications and, therefore, consideration should be given 
to transferring an appropriate part of these costs to the foreign-aid 
program. 

Third: While the Commodity Credit Corporation is reimbursed 
under titles I and II, we suggest that, as in the case of title ITI, these 
costs should be more properly charged to foreign aid. 

Fourth: We support Senator Humphrey’s proposal to use foreign 
currencies accumulated under title I for research projects to develop 
additional uses for United States agricultural commodities in the 
various countries. 

Fifth: As a tool toward the effective management of excess agricul- 
tural production, we believe that annual programing for the various 
distribution activities such as foreign relief would minimize and 
could remove the depressing effect which Government stocks of dairy 
products have on producer prices. 

Sixth: The amendment to title I enacted last year which provided 
that up to 25 percent of the foreign currencies generated under each 
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title I agreement would be available for loans is further evidence of the 
farsightedness of the Congress. We suggest that the effectiveness of 
this provision could be increased if the provision is made applicable 
to the foreign currencies heretofore accured rather than to the foreign 
currencies to be accrued under agreements negotiated since last 
August. 

Seventh: The proposals to extend Public Law 480 for 2 years and 
increase funds available for the remainder of this fiscal year are 
supported by our organizations. The enactment of these proposals 
would bring stability to program planning and give us assurance that 
adequate funds are available to continue the program on an accele- 
rated basis. 

We thank the committee for the attention given our support of 
Public Law 480. 

The Caarrman. Thank you. 

Are there any questions? 

Senator Arken. Yes; I have one. I notice you support the proposal 
to use foreign currencies accumulated under title I for research proj- 
ects to develop additional uses for United States agricultural com- 
modities in the various countries. Isn’t that being done by the Depart- 
ment of Agriculture? 

Mr. Post. Not as research. It is being used for market development 
and several other uses, but not for research. 

Senator Arken. Didn’t they plan to use some $5 million particu- 
larly with reference to soybeans ? 

Mr. Post. There is none, to our knowledge. 

Senator Arken. Well. I suggested soybeans as an example. I think 
they have already planned to use $414 million or more for that pur- 

se. 

Mr. Post. Well, such a proposal would certainly tie in with our 
present interests. : 

Senator Arken. I am not sure whether it should show up under 
the Senate appropriations bill. 

The Cuatrman. Is there anybody else? Does anybody else have 
anything to say. If not, the committee will stand in recess until 
further order of the chairman. 

(Whereupon, at 12:50 a. m., the committee recessed, subject to the 
call of the chairman.) 

(Additional statements filed for the record are as follows :) 

WASHINGTON, D. C., February 3, 1958. 
Hon. ALLEN J. ELLENDER, 


Chairman, Committee on Agriculture and Forestry, 
Senate Office Building, Washington, D.C. 

Dear Mr. CHAIRMAN: It is our observation that activities under the Agricul- 
tural Trade and Development Act have exerted a constructive multiple leverage 
on our foreign economic policy. We support the principles and purposes of the 
act until it can be demonstrated that it no longer contributes constructively to 
our domestic and foreign economic policy, and urge its extension by appropriate 
authority and with appropriate funds for its activities from time to time as 
results may warrant. It is obvious that private traders cannot command the 
dollar exchange in trdde with foreign governmens necessary to move our agricul- 
tural products in world commerce. Dollar exchange has been freed for capital 
goods and industrial purchases by the creation of this additional exchange for 
trade in agricultural products. 

The act has: 

1. Promoted economic development in underdeveloped countries to increase 
payrolls and purchasing power, diversification, and economic balance. 
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2. Converted abundant agricultural resources into an. American asset in inter- 
national economic and political relations. 

3. Conserved dollar exchange, both here and abroad, for industrial purchases 
and other uses. 

4. Aceustomed the people of contracting countries to a higher standard of 
living, and, if this is continued, will develop a permanent effective, demand for 
more food and fiber products, hence contribute to market development. 

5. Promoted convertibility of foreign currencies on a constructive basis. 

6. Contributed to stockpiles of strategic materials. 

7. Contributed materially to relief activities of private organizations which 
devote voluntary efforts to decentralized distribution of foodstuffs. 

8. Spurred private export of farm products. 

9. Leveled off and reduced the accumulation of public and private surplus farm 
products in this country. 

Objections to this program have come from a few countries which export ‘a 
very large proportion of their agricultural production, in some cases 90 percent 
of the total production, and whose agricultural products are a dominant part of 
their total exports. In contrast, 90 percent of our agricultural production is 
consumed at home, and agricultural exports constitute about 25 percent of our 
total exports. The answer to their problem is more balanced economic develop- 
ment and industrial diversification at home, to increase the domestic demand and 
consumption of their own agricultural products. As a matter of fact, several 
countries, formerly heavy suppliers of competitive agricultural products, have 
become importers of American farm products since embarking on economie 
diversification under our economic-aid program. 

The overall approach to the worldwide agricultural problem is to even out pro- 
duction and distribution, which are too thin in some areas and too thick in other 
areas, through more diversified economic development and the trade resulting 
therefrom. 

We believe the multiple values of operation under this act can be measurably 
increased by provision for disposal of accumulated currencies, through sale and 
loan, to industrial and trading concerns operating in the area of the currency 
origin. 

We believe that the maximum amount of foreign currency acquired from sales 
under this act, after providing for United States Government expenditures, 
including market-development projects, in the country of origin, and for loans to 
the local government for internal public-improvement projects, should be made 
available under the Export-Import Bank through established banking channels, 
for loans and sales to American private enterprise, and then to foreign private 
enterprise for industrial and commercial development. This would constitute 
primary economic development, the basis for all lasting market development in 
both foreign and domestic trade. 

Sincerely yours, 
Joun J. Ricetr, 
Secretary, National Council of Farmer Cooperatives. 


NEw YorK, N. Y., February 10, 1958. 
Hon. ALLEN J. BLLENDER, 


Chairman, Senate Committee on Agriculture and Forestry, 
Senate Office Building, Washington, D. C. 


Dear Senator: Having been a participant in the barter program under title 3 
of Public Law 480, we hereby wish to respectfully submit the following observa- 
tions. 

Prior to the requirement of “proof of additionality” the barter program was 
one of the best methods of lending foreign aid through the honored concept of 
self-help hy trade. The acquisition of materials as produced abroad, in effect, 
resulted in an increase in supply of dollars to those parts of the world which have 
suffered a dollar shortage over an extended period of time. The dollars so created 
put purchasing power into hands of friendly foreign countries which could use 
such purchasing power not only to buy agricultural products from the United 
States, but from our allies as well; such purchasing power, however, being not 
limited to agricultural products, but would permit purchases of other products 
as well. In other words, the nurchasing power of the world, in terms of dollars, 
was accordingly increased; disposition of surplus agricultural products on the 
overall being thereby also stimulated. 
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The acquisition of nonperishable foreign materials of sound intrinsic values 
with relatively low storage and handling costs permitted the disposal of perishable 
agricultural products of deteriorating quality and values with prohibitive storage 
and handling costs. 

We respectfully submit that title 3 of Public Law 480 should be revitalized in 
the interest of the United States, by direction of the Congress, particularly exclud- 
ing the so-called proof of additionality ; for which detailed requirements have 
never been established. 

Respectfully submitted. 

MERCANTILE Mera & ORE Corp., 
H. Koster, Vice President. 





WasHIneTon, D.C., February 4, 1958. 
Hon. ALLEN J. ELLENDER, 
Chairman, Senate Conmittee on Agriculture and Forestry, 
Senate Office Building, Washington, D. C. 


Dear SENATOR ELLENDER: The national chamber recommends extension of 
Publie Law 480, the Agricultural Trade Development and Assistance Act of 1954, 
as recommended by the President, but believes that such extension should be 
paired with other steps, also proposed by the President, to provide more realistic 
price supports on farm commodities. 

The need to clean up the surplus situation remains, but continued governmental 
programs to subsidize or underwrite exports can only entrench state trading 
and destroy normal markets. Continued piling up of commodities from excessive 
production creates pressure to make such disposal programs permanent, with 
undesirable consequences. 

This program is justified only so far as, and as long as, it makes a lasting 
contribution to cleaning up the domestic excessive stock situation. The program 
cannot, we believe, make such a contribution, nor will the situation be materially 
improved if we continue to add to the stocks which Government must dispose of 
in order to take their pressure off the price level for farm products. 

This program is antagonizing friendly nations because they regard it as govern- 
mentally subsidized and unfair competition with their exports. 

I would appreciate it if you would make this letter a part of the record of your 
current hearings. 

Cordially yours, 
CLARENCE R. MILEs, 
Manager, Legislative Department, Chamber of Commerce of the 
United States. 


PENDLETON, OreEG., February 11, 1958. 
Senator ALLEN J. ELLENDER, Sr., 
Chairman, Senate Agricultural Committee, 
Washington, D.C.: 


National Association Wheat Growers recognizes disposal surplus agricultural 
commodities and market development opportunities provided by Public Law 480 
are necessary and important part of agricultural program. Especially during 
periods when many agriculture commodities exceed domestic requirements. 

We, therefore, recommend Public Law 480 be continued, and urge it be adopted 
as permanent part of agricultural program. We favor continuation and expan- 
sion market development activities for United States surplus commodities under 
Public Law 480. 

FLoyp Root, 
President, National Association of Wheat Growers. 


PENDLETON, OreEG., February 11, 1958. 


Senator ALLEN J. ELLENDER, Sr., 
Chairman, Senate Agricultural Committee, 
Washington, D. C.: 


Oregon Wheat Growers League strongly urges support of position of National 
Association of Wheat Growers regarding continuation Public Law 480. 
Jack L. SMITH, 
President, Oregon Wheat Growers League. 
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TUESDAY, FEBRUARY 11, 1958 


Untrep States SENATE, 
CoMMITTEE ON AGRICULTURE AND Forestry, 
Washington, D. C. 

The committee met, pursuant to call, at 10:15 a. m., in room 324, 
Senate Office Building, Senator Allen J. Ellender, chairman, presiding. 

Present: Senators Ellender (chairman), Humphrey, Talmadge, 
and Young. 

Also present : Senator Hayden. 

The Cuairman. The committee will come to order. On the 5th of 
February, when we had our last hearings on Public Law 480, I stated 
off the record that there may be a few other witnesses to be heard. 
And in making that statement, I had in mind a request made by the 
distinguished senior Senator from Arizona, Senator Hayden. He in- 
formed me last Saturday morning that the witnesses he had in mind 
would be ready to testify today. So that is the purpose of calling 
this meeting. 

Now, Senator Hayden, the floor is yours. 

Senator Haypen. I have two Arizona cotton growers here, Mr. 
Chairman. One is Mr. J. Clyde Wilson, president, Supima Associa- 
tion. I have asked him to speak first, and then Mr. Cecil Collerette 
will make a statement, if it is agreeable to the committee. 

The Cuatrman. All right, Mr. Wilson. Have a seat, sir. 


STATEMENT OF J. CLYDE WILSON, PRESIDENT, SUPIMA 
ASSOCIATION OF AMERICA, BUCKEYE, ARIZ. 


Mr. Wiuson. Mr. Chairman, as the Senator told you, I am J. Clyde 
Wilson, Buckeye, Ariz. I am president of the Supima Association of 
America. 

I want to thank you and our senior Senator for this opportunity. 

The Cuarrman. Well, you thank Senator Hayden. 

Mr. Witson. Well, I am thanking both of you, and the other Sena- 
tors of your committee. We have many problems in Supima, and 
while I think you were informed that I would testify this morning, I 
merely want to introduce a colleague of mine, because of the fact that 
there is another committee hearing which I am supposed to be at, and 
I didn’t know whether I could be two places at once. So. Mr. Cecil 
Collerette, who is a member of our association, a former member of the 
board and producer of Supima cotton, and who is most thoroughly 
versed in it, will make our statement to the committee. 

Senator Haypen. Tell them what “Supima” is. 

Mr. Witson. Well, I would be happy to, if they have the time. 
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I will tell you what the Supima Association is. Supima cotton is 
what we call, and we believe it is substantiated by our mills, to be the | 
world’s finest extra long staple cotton. The history of the Supima 
Association and—the history of long staple in the United States has 
been a history of rise and fall, up and down, no consistency and no 
stability, nothing. 

About 4 years ago, the growers of extra long-staple cotton in New 
Mexico, Arizona, and west Texas made up their minds that they would 
either produce a cotton which could be consumed and not be solely 
subject to commodity credit reception, or else we would get out of 
the cotton business. So we organized the Supima Association of 
America, which had for its principles three basic things: (1) a superior 
cotton; (2) a competitive price; (3) an aggressive promotion cam- 
paign. 

Last year, to give you the success or to tell you the success of our 
support from our growers, we had a 99 percent participation in our 
penagen; and that participation consisted of $3 per bale contribution 
vy 99 percent of every bale of extra long-staple cotton that was grown 
in the Southwest. I challenge any commodity interest in the United 
States during its history to be equal to it. 

We have, since the organization, established our main office in 
El Paso, Tex., and our promotion office in New York City. At 
the time of our organization, we were not able to find one single 
piece of cloth manufactured out of United States grown extra long- 
staple cotton. And today we have 17, 18, 20 mills that are spinning 
extra long-staple cotton. 

The cotton is, so the mills say, and all the tests prove, equivalent 
and beter than Egyptian Karnak. But we are confronted with lots 
of problems. 

n the first place, we have a surplus of cotton. In the second place, 
we have a 95,000 bale per year import quota of foreign cottons. And 
in the third place, we have an annual consumption of about 110,000 
to 120,000 bales of cotton. So that we are continually confronted 
with a supply situation which prevents the expansion of our acreage 
which will permit us to supply our mills with the qualities of cotton 
and the volume of our own cotton that they require. 

In other words, this year we will produce in the neighborhood of 
80,000 bales of extra long-staple cotton. Of this 80,000 bales, like 
other commodities, probably 75 percent of it will be high-quality 
cotton and 25 percent will be the lower qualities of cotton. We have 
not accumulated enough volume or enough stability in the production 
of these various qualities to justify the mills utilizing our lower 
quality cotton, and we do not have enough of the high qualities, the 
top qualities, to provide the mills with their demands. 

The Cuatrman. Well, is the high quality and low-quality cotton 
grown in the same field ? 

Mr. Witson. Yes, sir. 

The Cuatrman. Youselect it? 

Mr. Wiison. No. It depends entirely upon the time of harvesting 
and the weather conditions basically at the time of harvest. For in- 
stance, in the early part of the season practically all of our cotton 
will be No, 1, 2, or 3 grades—they are graded a little differently 
than upland, just the same as in your upland cotton your early har- 
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vesting is your Middling, and your later harvesting which has been 
exposed to more weather conditions and more adverse conditions will 
be the lower grades. 

The Cuarrman. Well, what is the staple length of the finest 
cotton ¢ 

Mr. Witson. The staple length will run from 13% on up. That 
is the minimum. 

The Cuarrman. And how about your lower grades? 

Mr. Witson. They will all staple about that minimum length. But 
they just don’t have quite the strength and quite the length and the 
quality of fiber. 

Well, that is basically the story of Supima. I could go on for a 
long time. 

The Cuamrman. What is the difference in the cost of production 
bet ween that and the upland cotton ? 

Mr. Witson. You can estimate that very readily. Our yield in the 
entire Southwest, where we produce this cotton, is just about a bale 
to the acre average. The same area in upland cotton has an average 
of just a little less that 2 bales. 

Now, we are improving the quality of this cotton all the time. 
We have a rather extensive breeding program. And we are not con- 
tent with it. It is the best there is, but it still is not good enough. 

The Cuarrman. All this is under irrigation ? 

Mr. Wizson. All under irrigation ; yes, sir. 

Senator Tatmapcr. What is the price of the cotton, the best 
quality ? 

Mr. Wuson. The top price of this quality cotton runs from 58 
to 63 cents at the present time. We have twice reduced the price of 
this cotton. It was too high—we couldn’t be competitive. And this 
year we are going to reduce it again. Because of the variety of cot- 
ton which has been developed, we can produce it more economically 
per unit cost than the old cottons. And as we have progressed in our 
development of this cotton and our experience in growing it, we know 
what we can produce it for, and this year we are going to ask for 
another reduction in price. 

Senator Tatmapcr. What is the price of Egyptian cotton ? 

Mr. Wirson. Well, the Egyptians have a faculty of selling cotton 
just under what we sell ours for. 

Senator Tatmapcr. Are there any other areas of the world that 
produce this cotton ? 

Mr. Wurson. Yes; there are four major producing areas—the 
United States, Egypt, Sudan, and Peru. 

The Cuarrman. You overlooked Russia. 

Mr. Wuson. Well, I don’t know whether Russia produces it. They 
buy an awful lot. 

The Cuatrman. Yes; I saw a lot of the fields around Tashkat and 
Almata. The cotton they produce is long staple, ranging from 114 to 
1%. They don’t grow anything under 114. 

Mr. Witson. Do they get any yield out of it? 

The Cratrman. About two bales per acre. They produce from 
71% to 8 million bales of cotton per year, and the average staple length, 
as I recall, is 124—that is the average—almost three-fifths. 

Mr. Wirson. They surely don’t have the staple quality that we or 
the Egyptians do, because they do buy a lot of Egyptian long-staple 
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cotton. Now, Peruvian cotton is a very fine quality cotton. It makes 
a very fine and luxuriant cloth. But it does not have the strength that 
our staple has, and consequently is not competitive with our cotton, so 
far as quality is concerned, although it is a very pretty cotton. And we 
do import quite a bit of that. 

The Cuarrman. As I recall, you voluntarily asked that the support 
price be lowered in this Congress; did you not ¢ 

Mr. Wixson. Yessir, 90 to 75 percent of parity. 

The Cuarrman. And it is now 75 percent 

Mr. Wurson. It is now 75 percent, sir, and we hope this year that 
Congress will go along with us in legislation to reduce it to a minimum 
of 60 percent o of parity: 

The CHarrMan. Well, why have any price supports at all for that 
cotton ? 

Mr. Wirson. Well, that is a story, too. We have a situation in the 
West, as you have all over the Cotton Belt, where we have restricted 
upland planting, and we have had this experience before of uncon- 
trolled planting of long-staple cotton when there was restrictions on 
short. And we have produced such an excessive amount, that it is 
thrown completely out of balance. And we just don’t want to take that 
risk again. 

The CuarrmMan. Well, are you advocating 60 percent support for 
the upland, too? 

Mr. Wixson. Nosir. 

The Cuatrman. Only the higher grade and high price cotton. 

Mr. Wuson. It is a high-priced cotton, and we have improved the 
quality and productivity of it to where we think it can be competitive. 
‘ ah ALMADGE. What percentage of the cotton goes mto the 

Mr. Wiuison. This year it looks like a substantial amount will go 
into CCC temporarily, because Egypt has undersold us this year, and 
that is why we want to put the price down. We believe we can be com- 
petitive with any long-staple producing area in the world. 

Senator Tatmapce. Do you export any of your production ¢ 

Mr. Witson. Yes; last year we exported a substantial amount, when 
we had this Egyptian crisis, or the Suez crisis. We exported a sub- 
stantial amount. I was advised this morning there was some 3,500 
bales exported this last week to the United Kingdom and France, I 
believe. And so many of these countries want our cotton. But we 
simply cannot get volume enough to even have them think about buy- 
ing it from us. We have had a maximum of about 80,000 acres allot- 
ment, and that is just not enough to serve some of the mills. We have 
talked to the European mills and they tell us “We use as much cotton 
as you grow, so we can’t look to you for supply, although we would 
like to have it.” 

Thank you very kindly, Mr. Chairman. I would like to present Mr. 
Cecil Collerette. 

The CHarrman. Have aseat, sir. 
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STATEMENT OF CECIL H. COLLERETTE, SUPIMA ASSOCIATION OF 
AMERICA, CASA GRANDE, ARIZ. 


Mr. Cou.ererre. Mr. Chairman and members of the committee, we 
certainly appreciate the opportunity of being able to come before your 
committee and bring you some of our problems. 

Mr. Chairman, my name is Cecil H. Collerette. I am a cotton 
farmer from Casa Grande, Ariz. Today I am appearing in behalf 
of the Supima Association of America, which is an organization rep- 
resenting the extra long staple cottongrowers of west Texas, New 
Mexico, and Arizona. 

The extra long staple cottongrowers need several legislative actions 
during the present session of Congress to accomplish the purposes 
they have set out to achieve. These are to make available an adequate 
supply of good quality extra long staple cotton at competitive prices 
and to aggressively promote consumption of that cotton. But our 
testimony is confined to one of these; namely, making extra long 
staple cotton eligible for export financing under Public Law 480. 

Public Law 480 is designed to facilitate the export of surplus agri- 
cultural commodities by accepting foreign currencies in payment for 
the export instead of dollars. Mr. Chairman, we support the exten- 
sion and continuation of this law. 

Public Law is administered under agreements with friendly na- 
tions. In negotiating such agreements, the act directs that the United 
States shall take reasonable precautions to safeguard the usual mar- 
ketings of the United States and to assure that the sales under the 
act will not unduly disrupt world: prices. The act further specifies 
that the United States shall afford any friendly nation to the oppor- 
tunity to purchase surplus agricultural commodities from the United 
States. 

Mr. Chairman, it is abundantly clear that offering extra long staple 
cotton for sale under Public Law 480 would fully meet these and the 
other conditions of the act. In the first place, the Secretary of Agri- 
culture has on 2 occasions in the last 6 months declared extra long 
staple cotton to be a surplus agricultural commodity. One was when 
he proclaimed marketing quotas and acreage allotments on the 1958 
crop. The other was when he listed extra long staple cotton along 
with other commodities as surplus in connection with section 211 of 
the Agricultural Act of 1956. This section provides that no agri- 
cultural commodity determined by the Secretary of Agriculture to 
be in surplus supply shall be eligible for a loan or payment under an 
agricultural program if it is grown on newly irrigated or drained 
lands within any Federal project. 

The definition of surplus agricultural commodities in Public Law 
180 is the same as that in the other two acts, although the language 
used is slightly different. Attached hereto for the committee’s infor- 
mation is the definition of a surplus commodity under those three 
statutes. 

The Cuairman. Mr. Collerette, is it your view that the long-staple 
cotton we are discussing now comes within the purview of the defi- 
nitions that you have referred to? 

Mr. Couteretre. Yes, sir. 

The CHatrman. Well, now, when the committee met on the fifth, 
I pointed up to Dr. Paarlberg that the committee had placed language 
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in the report of conference to the effect that there would be no dis- 
crimination made against upland and long-staple cotton. And is it 
your view that that is not sufficient? Can you give us examples, if 
you have any, of where the Department of Agriculture did discrimi- 
nate against long staple? 

Mr. Corieretrre. Yes, Mr. Chairman, in the next statement or two 
here I cover that. 

The Cuarrman. Allright. Iam sorry to anticipate you. 

Mr. Cotieretre. Despite having made the declaration of finding 
extra long-staple cotton surplus on two occasions and having pub- 
lished that fact in the Federal Register, it has not been possible to 
have extra long staple cotton financed under Public Law 480. 

Regarding the other provision of Public Law 480, which we men- 
tioned, it seems clear that world prices would not be unduly disrupted 
if extra long-staple cotton were made eligible under Public Law 480, 
because the world price of that kind of cotton is selling slightly below 
the United States Government loan level. 

Mr. Chairman, this is not the first time we have faced this situation. 
For the past 18 months we have had a number of conferences with 
top-level people at the Department of Agriculture—including Secre- 
tary Benson, himself—at which time we have tried to get them to 
make our cotton eligible under Public Law 480. Last summer, since 
we had not succeeded in our efforts, we brought the matter to the 
attention of Members of the Congress. This resulted in a statement 
being included in the conference report, which extended Public Law 
480, to the effect that Congress expected our cotton to be made eligible 
for export under Public Law 480. The conference report, dated 
July 5, 1957, Report No. 683, stated : 

In this connection the committee of conference expects that extra long-staple 
cotton will be sold under the authority of this act, as is upland cotton, to any 
friendly nation without regard to the fact that this commodity may compete 
with a similar commodity produced outside the United States, and that all 
surplus agricultural commodities regardless of the kind will be made available 
for sale under the act without the imposition of conditions which would prevent 
or tend to interfere with their sale. Rather than in any way seeking to dis- 
courage or impede the sales of such surplus commodities, their sales should be 
emphasized if it appears that by such sale under this act a future market for 
dollars in the regular course of international trade, may be established for 
such commodities. 

It is our understanding that the Department of Agriculture, follow- 
ing the adoption of the conference report, was completely sympa- 
thetic with our position and we have heard that they went so far as 
to notify the agricultural attachés that extra long-staple cotton was 
being made eligible. We understand that in a matter of days after 
this was done, the action was rescinded. 

The Cuatrman. Now, what evidence have you of that? Where did 
vou get that information ? 

Mr. Cotzererre. I don’t know as we could pin it down without 
maybe stepping on someone’s toes, but it was common knowledge that 
the action was rescinded by the State Department. We have no way 
of proving that, however. 

The CuHarrMan. Proceed. 

Mr. Coutererre. This is not the only aetion which has been taken 
in an effort to prevent extra long-staple cotton from being eligible 
under Public Law 480. Recently the following appeared in one of 
the newsletters sent out from Washington. 
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Spain didn’t want Sudanese extra long-staple cotton even if their prices were 
lower. Spain prefers our extra long staple, even at higher prices but State 
Department barred exports of our extra long staple even though USDA has 
for 2 months declared it in surplus—has to, because of the legal formula that 
applies. State Department even asked USDA to refrain from exporting long- 
staple cotton because of fear of getting in bad with Egyptians and Sudanese. 

Mr. Chairman, recognizing that much of the information contained 
in some of these newsletters is based on speculation, we would not have 
included it in our testimony if we had not obtained this same informa- 
tion from an authoritative source, but one which we are not at liberty 
to quote. 

The Cuatrman. Could you give us that in executive session? 1 
would like to find out. 

Mr. Cotteretre. Yes, sir; I would do that in executive session. 

The Cuatmrman. All right. Before you leave, I want you to give 
me the names of those people, so I can find out about it. Now, we 
have here present Mr. Gwynn Garnett, whom I hope to call soon after 
you get through, and try to explore that further. Proceed. 

Mr. Coutererre. We have been unable under present law, even with 
the language of the conference report, to make long-staple cotton 
eligible for financing under Public Law 480. Our only recourse is 
to ask you for specific legislation for extra long-staple cotton. 

Therefore, Mr. Chairman, we ask that this committee approve an 
amendment in connection with the extension of that act which would 
prevent extra long-staple cotton from being discriminated against in 
the administration of Public Law 480 and make it available for export 
financing under that act, so long as it is in surplus supply. 

Mr. Chairman, that finishes our statement. We certainly appreciate 
your hearing us, and the members of your committee. We will be 
happy to try to answer any further questions. 

The CHatrMAn. Before you leave the stand, I would like to ask Mr. 
Garnett something. 

Mr. Garnett, you have heard the statement of this gentleman to 
the effect that the Department of Agriculture stated that this long- 
staple cotton would be made available—that is on Public Law 480— 
and later on this was withdrawn. Is there any truth in that? 


STATEMENT OF GWYNN GARNETT, ADMINISTRATOR, FOREIGN 
AGRICULTURAL SERVICE, UNITED STATES DEPARTMENT OF 
AGRICULTURE—Resumed 


Mr. Garnett. Yes, sir. 

The CuatrMan. Will you furnish for the record the statements— 
your first statement, that is the one making it eligible, and then the 
one in which you withdrew it. And I want to ask you why it is you 
withdrew it. 

Mr. Garnett. Well, the laws of the Congress made it incumbent 
upon the Department of Agriculture to declare the extra- long-staple 
cotton in surplus. In the “Department's routine procedures, it was 
then added to the list of commodities eligible for programing under 
Public Law 480. 

The Cuarrman. Well, that is in accord with the witness’ testimony. 
Now, we are particularly anxious to find out when that change of 
heart came about, and w hy, and who did it. 
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Mr. Garnett. This was withdrawn, not permanently, but on a tem- 
porary basis, because of an extremely sensitive situation in the Middle 
East. 

The Cuarrman. Through whom ? 

Mr. Garnett. Well, I could say that this was a staff Government 
action. 

The Cuatrman. Not from the Department of Agriculture, I hope. 

Mr. Garnett. It was not initiated by the Department of Agricul- 
ture. 

The Cuarrman. Was it the State Department? 

Mr. Garnerr. They were the ones that brought to the combined 
Government attention the sensitiveness at that time of the Middle 
East long-staple-cotton situation. 

The Cuatrrman. Any questions? 

Senator Young. No. 

The Cuarrman. We will question you further about that in execu- 
tive session. 

Mr. Garnett. Yes, sir. 

The CuarrMan. Maybe get the State Department up here. 

Any further questions of the witness ? 

Senator Youna. Just one question. You are under acreage quota 
the same as producers of other cotton, are you not? 

Mr. Cotrzeretre. Yes, sir; we have acreage allotments and market- 
ing quota very similar to upland cotton. 

Senator Youne. I recall the request was to have a lower price sup- 
port so you could be more competitive with synthetics and other 
grades. 

Mr. Cotirretts. Yes, sir; we feel that is necessary in order to meet 
our competition, and do what Mr. Wilson said, expand our markets 
and increase consumption of this cotton, which is the primary objects 
of the Supima Association. 

Senator Youne. Thank you. 

The Cuarrman. Off the record. 

( Discussion off the record.) 

The Cuamman. Thank you, sir. 

Mr. Cotnererre. Thank you, Mr. Chairman and members of the 
committee. I cetrainly appreciate your time in the consideration of 
our problems. 

The Cuatrrman. Now; when you were here last, Mr. Garnett, I asked 
Dr. Paarlberg to study this suggested section to the Public Law 480. 

Mr. Garnett. Yes, sir. 

The Cuatrman. And I want to ask you if there is any objections 
to it. 

Mr. Garnett. I have read it, sir. 

The Cuarrman. If you have objection, point them out to us. 

Mr. Garnetr. We pointed out in the meeting when Dr. Paarlberg 
was here we do not need additional authority. i his program was sus- 


pended, as I mentioned, because of the extremely sensitive Middle 
East situation. I am sure that it will be reconsidered as soon as it 
is possible. And this authority we do have. 

The Cuatrman. Well, it would not hurt, then, to put it in if you 
already have it. 

Mr. Garnett. There would be no great harm that would result. 
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The Cuamman. Good. That is all right. We will be the judge as 
to whether it will be in or not. We will have that language again 
printed at this point in the record. 

(The amendment is as follows :) 


Extra LONG STAPLE CorroxN AMENDMENT 


Section ——. In carrying out the provisions of the Agricultural Trade De- 
velopment and Assistance Act of 1954, as amended, extra long staple cotton shall 
be made available for sale pursuant to the provisions of title I of the act in the 
same manner as upland cotton or any other surplus agricultural commodity is 
made available, and that no discriminatory or other conditions shall be imposed 
which will prevent or tend to interfere with its sale or availability for sale 


under the act. 

The Cuarrman. All right, did you wish to be heard now ? 

Mr. Garnett. If you have some further questions, we will be glad 
to attempt to answer them. 

The Cuarrman. Well, you were unable to answer the questions I 
asked you awhile ago because of security reasons. 

Are there any other questions you would like to ask, Senator Young 
or Senator Talmadge? If not, you may be seated, sir. 

Senator TatmAper. I would like to ask one question, Mr. Chairman. 
Are there any other basic farm commodities in surplus that have not 
been supported by Public Law 480? 

Mr. Garnett. All of the basic commodities have been made eligible 
for programing under Public Law 480. 

Senator Tatmapcr. Long staple cotton being the only exception? 

Mr. Garnett. That is correct. 

Senator Youne. Don’t you program some fruits and vegetables, 
too? 

Mr. Garnett. Yes, sir. Well, those commodities that have been 
made available under Public Law 480 include the basics in surplus, 
plus some other farm products, including at times fruits; and at one 
time we did program some lard, meat, ahd Sthine products. 

The Cuarrman. Well, Mr. Garnett, isr’t it true that many of the 
basic commodities have been made eligible, but you could not sell them, 
as much as you desired, because of the same methods used as we are 
now complaining ebout in this problem? I remember several 
occasions. 

Mr. Garnett. Many of those problems that we had initially have 
been resolved, and we have worked out a procedure where we are 
moving very large quantities of the products in a way that we 
think—— 

The Cuarrman. But you are held in check somewhat by the State 
Department; are you not? 

Mr. Garnett. Yes. 

The Cratrman. Of course you are. 

Mr. Garnett. This is correct. 

The Cratrman. And the example we are now talking about is one 
of the latest ones. You have not been able to move a pound of this, 
I don’t suppose, because of the matter that you discussed with us 
awhile ago, and which you say is all secret. 

Mr. Garnett. This is correct. 

The Cuarrman. All right. The next witness is Mr. Banks Young. 
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STATEMENT OF J. BANKS YOUNG, WASHINGTON REPRESENTATIVE, 
NATIONAL COTTON COUNCIL OF AMERICA 


Mr. Youne. Mr. Chairman, my statement will be very brief. My 
name is J. Banks Young. I am Washington representative of the 
National Cotton Council which has its headquarters in Memphis, 
Tenn. The cotton council is the overall organization of the raw- 
cotton industry representing farmers on through to the spinners. 

At our last annual meeting on January 13, the voting delegates 
approved unanimously the following resolution having to do with 
the subject the committee is considering this morning. 

That the council cooperate with the Supima Association of America in obtain- 
ing proper Government action needed to encourage exports by making United 
States grown extra-long-staple cotton available for foreign currency sales under 
Public Law 480. 

That is the end of the resolution. 

Mr. Chairman, I would just like to say that the council endorses 
the statement made by Mr. Collerette, and we are supporting that 
position in this matter. 

The Caiman. We did, too, last year, but it seems to be ineffective. 

Mr. Youne. Well, we have tried to help in every way we could, 
sir, on this matter. 

The Cuarrman. All right. 

The next witness is Mr. Whatley. 


STATEMENT OF DAVID WHATLEY, BETHESDA, MD. 


Mr. Wuattey. Mr. Chairman, I appreciate your hearing me, a 
private citizen, as I represent no organization or interest in this. 

May I say in preface I have no financial interest in this legislation 
or any similar legislation. Neither I nor any member of my family 
or even an acquaintance would profit directly or indirectly by any 
portion of it. 

The CuHatrmMan. Well, whom do you represent? Anybody at all? 

Mr. Wuattey. No one at all. I wish to suggest several brief 
amendments to the act and certain clarifying amendments to Sena- 
tor Humphrey’s bill, S. 3223. 

First, on title I, may I suggest that either in the legislation or in 
the report of your committee you would urge the Department of 
Agriculture to reduce, where possible, the costs of ocean freight on 
title I shipments which, through December 31, 1957, has amounted to 
$247,500,000. A portion of that—— 

The Cuarrman. Reduce it. You mean make somebody else pay it ? 

Mr. Wuattey. I believe a portion of it could be financed with the 
local currencies, and I believe, in shipments to certain countries, it 
would not be necessary for us to pay in dollars the full 50 percent of 
the ocean freight, plus sometimes the differential which is required 
by the merchant marine c: rgo preference section. 

The Cuamman. In other words, we could well use currencies from 
host countries to pay this freight rather than American dollars? 

Mr. Wuat ey. It is possible, 

The CuarrMan. It is not only possible, but it ought to be done ? 

Mr. Wuattey. Yes, sir. 
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Senator Youne. I think the witness raise$ a very good point. I 
think we should find out from the administration why more of this 
foreign currency is not used, or if any is used. 

Mr. Wuarttey. Possibly in some cases it may not be necessary to 
pay the full 50 percent to reach an agreement with a particular coun- 
try, even when it would not be possible to use local currency, but many 
countries, of course, have no merchant marine and we could not use 
certain local currency. I cite as collateral to that point that the ICA, 
in allocating ocean freight for shipments through the voluntary agen- 
cies under title III, which is financed from title II, is rather rigid in 
their requirements that the ocean freight be paid to a particular coun- 
try only if it is absolutely necessary to get the food to that country. 
Ocean freight is paid in that operation to less than half of the total 
number of countries to which the shipments are made by the voluntary 
agencies. 

The CuHamman. Well, in this connection, I would like to ask Mr. 
Garnett this: To what extent do you use foreign currencies in the 
payment of freight on these commodities that are shipped abroad? 

Mr. Garnett. We do not use foreign currencies, sir. 

The Cuarrman. Well, why not? 

Mr. Garnett. One of the—— 

The CHamman. Could you get the host country to pay some of 
that, maybe, instead of us? 

Mr. Garnett. Well, they pay half. But our laws require that half 
of all Government shipments move in United States bottoms. So we 
have no choice on those but to pay in dollars. 

The Cuarrman. All right. But here we are charged in dollars for 
all the freight. . 

Mr. Garnett. Yes, sir. 

The CHarrman. Well, why can’t you use half of it, at least, from 
foreign currencies? 

Mr. Garnett. This has been an administrative problem. I think 
your question is very welltaken. . 

The CHatrman. Well, you had better try to save some American 
dollars if you can. Otherwise we are going to have to put some more 
printing presses in the Government. 

Mr. Garnett. I am wholly sympathetic with that. 

The CuHairman. Yes. Well, I hope you folks do it. If necessary, 
we might put something in the law to make you do it. 

Mr. Garnett. Yes, sir. 

The Cuarmman. All right. 

Mr. Wuattey. Second, Mr. Chairman, may I suggest that in the 
report, or in the bill, that the committee endorse the proposition that 
the Department of Agriculture should give preference, in seeking 
agreements on title I, to those commodities which are in largest supply 
as compared to anticipated dollar sales and which are in greatest 
danger of spoilage. 

The situation as to corn, Mr. Chairman, it seems to me, makes it 
imperative that we use every device, even the added initial cost of 
processing corn into corn syrup or cornmeal, even the added costs of 
packaging nondegermed cornmeal above that of degermed meal, to 
increase consumption under all three titles of the act. 
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The Cuairman. Wouldn’t that put new burdens on us, more dol- 
lars again ¢ 

Mr. Wuat ey. I think the additional costs involved in additional 
processing and packaging plus storage of the processed products 
would, upon examination, be considerably less than the storage costs 
on the unprocessed commodities even for 1 year, Mr. Chairman. And 
cumulative storage costs on corn, particularly, are mounting tremen- 
dously. Also, I am told it is spoiling at an alarming rate, and that 
if the full facts were ever known to the public, it would be a calami- 
tous scandal—one of the worst possible things that could happen to 
our foreign relations in countries where millions are hungry. 

The CHarrman. What is your evidence on that? You say scan- 
dalous. What evidence have you got? 

Mr. Wuattey. I don’t have evidence. 

The Cuarrman. Well, why did you say it. What is your basis for 
saying that it is scandalous. 

Mr. Wuattey. I have been told by people whose opinion I respect, 
Senator, that corn is spoiling rather fast. One of them—and I think 
Senator Goldwater would not mind my quoting him on that—I be- 
lieve he could tell you something on that point. 

Senator Humpurey. You are right. There is considerable spoilage 
in corn. The Department is constantly selling it on the market, and 
people make a good fat profit off of it. 

e CuatrMAN. Isn’t that peculiar to this year? 

Mr. Wuattey. No. 

Senator Humpurey. It is higher this year, Mr. Chairman, because 
of the moisture content. 

The Ciarrman. That is what Iam saying. There is more spoilage 
this year than any other year, because of the high moisture content. 

Mr. Wuattiey. Possibly, Mr. Chairman. But I believe the spoil- 
age will increase in future years. 

May I buttress the point that we need to accelerate disposal of 
some commodities, because in spite of full operation of the soil bank 
and Public Law 480, we have not reduced substantially the holdings 
in CCC of corn and other commodities, by permission to insert a 
table showing the amounts held by CCC of certain commodities be- 
fore and after the effects of these measures. 

(The table referred to is as follows:) 
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Quantities and value of selected commodities in price-support inventories, 
January 1949-December 1956 


Wheat Corn 


Date 


Quantity} Value (Quantity) Value 


Million | Million | Million 
dollars | bushels dollars 








343 267 428 

325 265 426 

320 261 420 

315 254 409 

838 246 398 

Wa nv 0 cicininctinchnnioinaknctirw calidad Gedeaca bia cdelote 470 1, 188 228 371 
CO ani wcccncncusucannnsteccsuusbebdbiiiing hb eae 468 1, 189 226 369 
ivkncsnncnacietbibiieybetenensnntemabimnase tee 471 1, 204 225 368 
DOI. . ocecccaccwiwebisce seabeulgetadibdehkesababas 464 1, 193 236 388 
CR tn, Kuk ck. chkdvel do cmpaeppateunntt aenancteicedsl 454 1, 178 289 480 
DUNS <3 painabcatnk te Utncadosonsencoetaneenxese cee 453 1, 184 317 522 
OOOO sn. Sls L hk nnn dchiddb decedent bbng esate 445 1,177 362 590 
LO eh ca ilacknndcdutcnkegakapeaboedaubae eee 442 1,164 381 623 
ETL vrbsanndoblihdhetnsactdniunsddbltnadeladecine 439 1, 161 390 640 
Bt cat tiated en aia 438 1, 163 442 721 
ME Sct pccnapsacethinnca ast etderetiencaes 478 1, 254 433 707 
DS dnabiciepcidddodtddded nab bbb5dsschhibbebedes tien 673 1,715 410 670 
Pi tcdip dihjatthice Sok pndaductdanignipen iki deleda ante 775 1, 971 365 596 
MO riiriciidinped ssl dGO OG: A GLa y estes) eres 777 1, 983 358 584 
sien anikiinddind pksptten ating et dagetidandinaiie:tined 780 2,000 347 573 
GI cade tiscns. Gucbienuhntdi Sddeuda sbceakgebeesey 773 1, 990 353 586 
CE is tnnctidneddasodo-b4> oS eth bin dive Maint tbidnhé 770 1, 995 460 760 
November 762 1, 984 567 934 
ecem ber. 749 1, 962 606 1,003 
1955—January----_- 727 1, 913 620 1, 031 
February. dad 702 1, 855 623 1, 038 
March... 676 1, 789 613 1, 027 
Agril...... 889 2, 305 603 1, 009 
Wee hols jas ius - bee ease 958 2, 486 596 1, 001 
Rat is nt Sh ie dans Rel he bin <a Adit ee ae 976 2, 547 581 986 
July 964 2, 528 578 984 
SEE a 7 2, 498 578 vs4 
a eee ITA: pis teeth weet ted 930 2, 468 622 1, 058 
Serer: Gree ere ee ee ee eee 919 2, 458 696 1, 186 
November... .....5-...4. gf diate datos eeragntn Stk eabiotie cde 899 2, 415 742 1, 267 
December wutale i Jdldb-ddduichiadn~ tbe 888 2, 399 758 1, 300 
ER I bie niente AS ee Seb ww eee Bend ac eae ee inkeeee te 872 2, 366 747 1, 288 
he SE eet A EERE (EC SS EEE ie 7 SS CES SR 846 2, 310 745 1, 292 
RS idan okcldanins itenjitplenaadiabpicnaie ie iain 832 2, 279 738 1, 286 
RS oe deictgi pl bpsounshotbali tect 976 2, 601 728 1, 275 
Be itd dia cd bicadhs ; pod O lise eee 990 2, 631 720 1, 267 
ME ivttikeccdesstheacuhs sdehonieetntiias Male tunaees ae 951 2, 536 702 1, 246 
Wl saccbascausakhes 2 Ses etcsdue su hvaktediteany 947 2, 254 7 1, 249 
BE. 2s. ta badebtnad ‘ hte soksd Sedccatpmticwendaend 927 2, 489 713 1, 269 
GOREN. oo. cance cusenseue pins ann aca 900 2, 424 748 1, 328 
October Kidd dn SEES pili scotl 353.4 ial. 2 874 2, 367 845 1, 486 
November... ..........- Deasvar tbat ried 5 hiatal ele 857 2, 331 914 1, 603 
December............-.- nawteedssddedtiade ahi li ede: 840 2, 204 984 1, 724 





The CuHarrman. Well, this committee is familiar with the treat- 
ment that is accorded to the corn producers. It is just extraordinary, 
because they get support prices whether they comply or not. That 
has been the bone of my contention in the past—that, if the corn 
people were treated the same as the producers of other basic agricul- 
tural commodities, we might not be in the fix we are with respect to 
corn. 
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Senator Humpurey. Mr, Chairman, I most respectfully say we 
didn’t have ary real surplus of corn until the Secretary started giving 
noncompliance corn $1.25 a bushel in 1956, which happened to be a 
campaign year. I come from a State that produces a lot of corn. 
You didn’t have 3 months’ corn in surplus until 1957. 

The CHarrman. Yes, but the Senator might agree with me that 
the fact that the Secretary of Agriculture gave a price support to 
compliers of $1.50 and to noncompliers of $1.25, that is what broke 
the soil bank. 

Senator Humpurey. Yes, sir; that is what broke the bank. I just 
wanted to say that, before that kind of arrangement was established, 
the overall surpluses of corn were not too heavy. 

The Cuarrman. All right; Mr. Whatley, go ahead. 

Mr. Wuariry. May I add, Mr. Chairman, that I had hoped that 
the committee would recommend in its report additional processing 
of corn for use also under titles [1 and III. I know that processing 
of corn into corn oil is expensive, and the byproducts are not usable 
in this country. But processing it into sirup would make it increas- 
ingly useful in both title I operations, title I1 operations, and title III 
operations. I submit that the costs of that processing would be con- 
siderably lower than the continuing storage of that amount of corn 
over the years. 

The Cuarmman. You would have to store the finished products. 
Of course, you take less space. 

Mr. Wuatiey. We could stockpile the finished product with no 
danger of spoilage until it could be used. The storage costs on corn 
sirup would be very small, compared to those on corn, I believe. 

Next, Mr. Chairman, may I suggest that there be some provision 
included in title I to permit and facilitate the use of foreign curren- 
cies for projects that would promote public health and assist in 
disaster situations. 

When the mutual security appropriation bill was before the Senate 
last year, Senator Aiken proposed and discussed with Senator Hay- 
den and other members that section 1415 not be required to be specif- 
ically waived to permit grants of local currencies for these purposes, 
but he was unable to press for its adoption then. 

At the present time, the restrictions on use of local currencies for 
grants under 104 (e) are so restrictive by reason of the provisos at the 
end of section 104, requiring that they be appropriated in advance, 
except when this restriction of section 1415 is waived by special Presi- 
dential order, that the local currencies have been used for grants for 
economic development in only two instances—one, a small project in 
Greece, which was more properly a title II project, and, secondly, 
a small portion of the India program which, I am informed, consti- 
tuted substantially the difference between the CCC cost of the grain 
and the price of the grain in India. 

The CuHatrman. As I understand, the proceeds that we obtained 
from the foreign countries by way of their own currencies can be 
used in the same manner as any other grants that were made in the 
past. That is, they could be used for health, if the host country 
decided to do so. 

Mr. Wuatiey. Except by Presidential waiver of section 1415, they 
cannot be used for grants, Mr. Chairman. 
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The CuarrMan. Well, no. But—— 
Mr. Wuat.ey. Therefore, it has been—— 

The Cuarmman. I know. But why should we give more grants? 

Mr. Wuat ey. You should not, I Believe, Mr. Chairman, give them 
grants in any event where loans can be made. And, in practically all 
cases of economic-development projects, loans can be made if the proj- 
ects actually permit the Government to repay the loan from income 
accruing from the operation of the project. 

The CHamMan. Well, in the sale of these commodities there is noth- 
ing to prevent the host countries from using the proceeds of those 
nated for whatever is desired within the country. Am I right, Mr. 
Garnett? 

Mr. Garnett. No, sir. Currency may be used only by agreement 
with the United States. 

The CHatrman. Yes, but for anything that they agree to. 

Mr. Garnett. It has been a policy that they not be used for grants. 

The CHarrman. I understand that. That is correct. You are 
exactly correct, and I am in agreement with that, and I hope it stays 
in the law. But what I am saying is that, by consent of the United 
States and the host country, the proceeds of these sales could be used 
for the purposes indicated by the witness. 

Mr. Garnetr. But in the cases Mr. Whatley referred to—one of 
those cases was in Greece, and there was a grant because of the earth- 
quake, and they needed it then, and this money was used in that way. 

The Cuairman. Well, in other words, if you followed Mr. Whatley’s 
suggestion, it would mean a decrease in currencies that would come to 
us. That is what it would mean. 

Mr. Wuattey. Mr. Chairman, I agree with you fully, as I said, on 
the general principle that economic development projects generally 
can and should be on a loan basis rather than a grant. But with this 
exception, Mr. Chairman: Disaster relief and public health projects 
are not income producing; they do not generate local currency. 
Malaria eradication would be an example, where dollars can be saved 
and eradication accelerated if the salaries of additional local per- 
sonnel could be paid with local currency without the necessity and 
redtape of going through the Bureau of the Budget to get a Presi- 
dential waiver of section 1415, which, once the agreement has been 
made, makes it very difficult to transfer the amount of local currency 
agreed to be allocated under section 104 (g), for loans, into 104 (e), 
for grants. 

I can give you one example of that, if I may. 

I think over a year ago Japan either formally or informally dis- 
cussed with our Government the possibility that a small portion of 
their local currency which had been allocated for loans for economic 
development in 104 (g) be permitted to be transferred to 104 (e) 
as a grant for this one particular purpose: to set up two hospitals in 
Hirosliima and Nagasaki primarily for the treatment for radiation 
of the survivors of our atom bombs. It has taken over a year in red- 
tape and negotiations, and that project has not gotten through yet. 
This is a project to build nonprofit hospitals. It is not income pro- 
ducing, and does not fit into the pattern of the 104 (g) loans for 
economic development. There is even a legal question of whether a 
hospital is economic development. 
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And I think only by a stretch of the language and intent of the 
Congress could it be so designated. 

The malaria-eradication program I think can be justified as economic 
development because it does enhance the entire basis of economic 
development by increasing the energy of the people in a malarious 
area. 

The Cuarrman. Well, if your suggestion were followed, Mr. What- 
ley, instead of getting back by way of I O U’s from the host countries 
60 percent average of the sale you would reduce that probably to 40 
or 50 percent, maybe less than that. And the first thing you know 
it would be all gifts. As I contended in the past—I may be all in 
error about that—my good friend from Minnesota does not agree 
with me—but I would not be at all surprised if that all of these loans 
that have been made to host countries under Public Law 480 will come 
up for cancellation in bills presented to the Congress. This will make 
them entirely gifts. 

Mr. Wuattey. I hope that situation will not eventuate, Mr. Chair- 
man. 

The Cuarrman. Well, I do,too. You mark what lamsaying. Yon 
will live long enough to see it. It won’t be long—about 5 or 6 years. 

Mr. Wuattey. | was about to suggest that there be a limitation upon 
such grants of perhaps 5 percent of the total currencies allocated for 
assistance to any one country, or 2 percent might do the job, Mr. 
Chairman. 

The CuatrMAN. Well, it strikes me on the contrary that they ought 
to take this easy money being made available to them and let them 
do it. 

Mr. Wuattery. Where there are mutual security funds in abundance, 
such as on Taiwan, I think that is possible. In most malarious areas, 
there is a scarcity of mutual security funds or no funds—there are 
many countries in which we have programs under Public Law 480 
where there are no mutual security programs. 

Next, Mr. Chairman, may I suggest that the bill by Senator 
Humphrey, S. 3223, be amended in the last paragraph of page 2 by 
oroviding, in addition to assistance to the American-sponsored schools 
in the establishment or expansion 

Senator Humpurey. That is page 2? 

Mr. Wuattey. I apologize to Senator Humphrey for not discussing 
this with him before proposing it—that additional authority be 
inserted to permit the payment of scholarships which would be limited 
in individual and aggregate total amounts to permit foreign nationals 
to come to such universities as the American University in Beirut, 
where I understand the training of nationals of many countries in 
that area is being financed at the moment through mutual security 
funds, and may well contribute more to our technical assistance pro- 

am in that area than perhaps any other money spent. If Public 

aw 480 foreign currencies could be used in the same manner for 
scholarships, in a small amount, limited by the Congress, I would 
think it would contribute tremendously to our mutual security at very 
small cost. 

Next, Mr. Chairman, while I am on this subject of nonreimbursable 
costs, may I suggest that your appropriations committee this year, in 
the mutual security appropriation, add an additional amount not re- 
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quested in the budget for repayment to CCE of all the costs incurred 
for these programs which are in the nature of mutual security and 
international affairs, now authorized by paragraphs 104 (c), (d), (e), 
(zg), (h), (i), and (j), and would be authorized, if Senator Hum- 
Nate amendments were adopted, in 104 (k), (1), (m), and (n). 

Instead of the broader proposal that has been made by the Farmers 
Union and Senator Proxmire, that the foreign currencies be used for 
grants generally for such large economic projects as dams, irrigation, 
and so forth, I believe that grants should be limited to those economic 
development projects that would not be income producing, and the 
language could so state—instead of saying merely for public health 
and disaster relief type programs. 

Next, Mr. Chairman, the proposal of Senator Humphrey on page 
3, adding paragraph 104 (m), financing of reconstruction, rehabilita- 
tion, and so forth, I suggest should be broadened to permit such 
projects to be undertaken by our Government directly as well as 
through the voluntary agencies. 

I would suggest that language be added which would make it quite 
obvious that the agencies would be contractors of our Government, 
and that the local currencies not merely be turned over to them. I 
believe with such language, either in the bill or the report, the ap- 
proval of the projects and the administration of the projects would 
be entirely under the control of the ICA. 

On Senator Humphrey’s section 4, may I suggest a rewording to 
make it plain that under title II, the added provisions that the com- 
modities be taken from private stocks would not be interpreted to per- 
mit the use under title II of any commodities that are not in surplus 
supply and in the actual stocks of the CCC, even though they may be 
purchased outside of the CCC stocks at less cost to CCC. 

May I ask permission, Mr. Chairman, on that point to insert a table 
showing the distribution under both Public Law 480, title ITI and 
section 32, domestic and foreign, so as to give the complete picture 
which does not appear in the semiannual reports of operations of 
Public Law 480. 

The CuHatrmMan. Have you those tables available? 

Mr. Wuattey. I will get them. 

The CuairmMan. Without objection, they will be printed. 

(The tables referred to are as follows :) 


Surplus foods donated by United States for foreign distribution, pursuant to 
title III, Public Law 480 (sec. 416), fiscal years 1953 through 1957 


Quantity (in| Vaiue (in 





millions of millions) 
pounds) 

Beans, dry..._-- Se aot ce ae ne a ciacaieesaeniananes tile inasieeiieaniaiiaiel 117 $11 
Butter and butter oil dbiien Jubszadidon sb. Ye. anes ocebbn dla. aeeeetaal 360 270 
Co i ok ok ii ih, ek a a eee 376 167 
a ee ee ee ey a ee ee es eee ye 383 24 
2 ace Capncabigeanar aches mies Sabena 39 Q 
Milk, nonfat dry-.------ ie brvicdigd hla eWahigptadpare cide ea/taeinaidaee hipaa 1, 246 237 
Pei khs 1805 ci. esd HU ALT ft SaA, Sink ou 305 46 
I i rid 6 ss dpilhtn ads nanndn ith ~ 9k se cebeciye Bhd teens oak. « 35 8 
Wheat and wheat flour__........-...-. FE EI A Os, a vehement 808 55 

ees SS 005ea. So sea EB ee 3, 669 827 





1 NOTE BY WITNESS.—Donations under sec. 32 are confined to domestic distribution. 
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Surplus foods donated for domestic outlets, pursuant to sec. 32 and title III, 
Public Law 480, fiseal years 1953 through 1957 


Quantity (in| Value (in 





millions of miilions) 
pounds) 

te Gio: acta td pian aiie~\<e'ae edn wing hte sepikeninaen eetln dm 242 $21 
Butter. ras auc ialreaiecdoee ecorartongts gel cacao: thei Gee cheng mma as PCa ahaa neaddip ec acters 388 254 
Bee products... bce ash ces 48 Ue SSO es LA Se 288 lll 
Cheese - - - - ag el I ea ee | 336 140 
Corn ( aida and w hole). BeULL LE ul Sod SoS AACE il cae esebe db deds 175 10 
nite eae bend niens deine: vheieks deebbepeniedl deca 36 8 
a nn tenia ge * aaa non ale Ag lh NP apt a ae 19 2 
Paeee Memes Fc) i505 25k, 5 25 44 3 
Milk (nonfat dry) -- 335 65 
Pork products._-_........-- 188 112 
Poultry and poultry products. 121 Bl 
Rice_. pasate aaveeee . 153 22 
Shortening Sele Nene Bosca bare Ceres is, aceesseweneet 50d caus De vbiadas 173 35 
Vegetables_____-_- cal tdaciee, « =-cee petit 69 2 
Wheat and wheat flour__.........................-.--....-....-..--...-.-. 343 24 
Ee BO EEL LIER Se, SED 12 3 

ID. Bt 6 citcti tsb sknitahn ts [sind aks meetin 2, 922 863 





Mr. Wuatiey. If you wish it, Mr. Chairman, I will submit for the 
record a delineation of the operations of section 402 of the mutual 
security program which is supplemental to the operations of Public 
Law 480 and should be considered in a study of Public Law 480. 

The Cuamrman. Any questions? 

Senator Humrnurey. Only this, Mr. Chairman. Since the bill, 
S. 3223, is being discussed by Mr. Whatley, I would like to have the 
explanation of this bill which I prepared | at the time that the bill 
was revised and written to be printed in the record. I think it would 
be germane and pertinent to what Mr. Whatley has said, and it might 
be helpful in explaining to those who may read this testimony what 
we mean by sections or by paragraphs (k), (1), (m), (mn), andso forth. 

I will present this to the Senate stenotypist here he a little bit 
later. 


The CHarrman. Let it be filed, and we can put it in the permanent 
record when it is printed. 


{From the Congressional Record, February 4, 1958] 


AMENDMENT OF AGRICULTURAL TRADE DEVELOPMENT AND ASSISTANCE Act or 1954 


Mr. HuMpurey. Mr. President, I introduce, for appropriate reference, a bill 
to amend the Agricultural Trade Development and Assistance Act of 1954, as 
amended, and ask that it be appropriately referred. 

The Vice Presment. The bill will be received and appropriately referred. 

The bill (S. 3223) to amend the Agricultural Trade Development and Assist- 
ance Act of 1954, as amended, introduced by Mr. Humphrey, was received, read 
twice by its title, and referred to the Committee on Agriculture and Forestry. 

Mr. Humpnrey. Mr. President, the purpose of this proposal is to amend the 
Agricultural Trade Development and Assistance Act of 1954, by extending and 
expanding this highly successful program. 

The program has become commonly referred to as a surplus disposal pro- 
gram, although in reality its purpose is far broader and its contribution far 
more signficant. 

Perhaps there is need, in considering its extension, to call attention to the 
statement of purpose in the act itself declaring it to be the policy of Congress 
“to expand international trade among the United States and friendly nations, 
to facilitate the convertibility of currency, to promote the economic stability 
of American agriculture and the national welfare, to make maximum efficient 
use of agricultural commodities in furtherance of the foreign policy of the 
United States, and to stimulate and facilitate the expansion of foreign trade 
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in agricultural commodities produced in the United States by providing a means 
whereby surplus agricultural commodities in excess of the usual marketings of 
such commodities may be sold through private trade channels, and foreign cur- 
rencies accepted in payment therefor. It is further the policy to use foreign 
currencies which accrue to the United States under this act to expand inter- 
national trade, to encourage economic development, to purchase strategic ma- 
terials, to pay United States obligations abroad, to promote collective strength, 
and to foster in other ways the foreign policy of the United States.” 

All evidence to date indicates the act has served those purposes effectively, be- 
coming a valuable international economic tool in support of American foreign 
policy in addition to making wiser use of our agricultural abundance. 

The administration has asked for extension of this program, and for its 
expansion. 

The accompanying bill represents conclusions drawn from lengthy hearings 
and months of study by the Senate Committee on Agriculture and Forestry, 
seeking to perfect the measure out of working experience with it. 

The measure authorizes an additional $500 million for sale of agricultural 
commodities for foreign currencies during the balance of this fiscal year, because 
officials of the Department of Agriculture have testified requests for that amount 
of purchases are already on hand and cannot be met because the limited author- 
ization of last year has been exhausted in the midst of the fiscal year. 

The measure would authorize continuing the program at a level of $1,500 million 
per fiscal year for the next 2 years. 

The administration has recommended that level of operation, but asked exten- 
sion for only 1 year. The 2-year extension is proposed instead because of over- 
whelming testimony indicating many of the operating problems had developed 
over uncertainty of length of the program. Participating countries have been 
handicapped in developing constructive programs under the act because of the 
year-to-year extensions in the past. The 2-year approach is in keeping with all 
our foreign-aid studies, emphasizing the necessity for more long-range planning 
for efficient and effective administration. The act still requires periodic reports 
to the Congress every 6 months, providing ample opportunity for congressional 
review and changes, if necessary, within the 2-year period. 

The measure also expands the purposes for which the foreign currencies ob- 
tained can be used in support of United States foreign policy and other purposes 
of the act. 

These additional purposes include the person-to-person exchange program under 
the Smith-Mundt Act; to aid the vocational-education facilities in foreign coun- 
tries and assistance to schools, colleges, or universities founded or sponsored 
abroad by citizens of the United States to carry on programs of vocational, pro- 
fessional, scientific, or general educations; the financing of reconstruction, 
rehabilitation, health, self-help, and other technical-assistance-type projects by 
American voluntary nonprofit agencies, such as church groups and CARE; and 
for financing research projects in foreign countries to find new uses for United 
States agricultural commodities whereby consumption and use of such commodi- 
ties can be expanded. 

The measure also extends for 2 years the famine-assistance authority of the 
President in government-to-government assistance, as well as the relief programs 
of American voluntary nonprofit agencies, limiting such programs to $500 million 
for the 2-year period, but broadening the types of commodities available by 
making the definitions of surplus for purposes of title I sales programs also 
apply to title II relief programs. 

The measure further clarifies the intent of the Congress as to the barter 
programs under title III, directing the Secretary to protect the funds and assets 
of the Commodity Credit Corporation by bartering commodities for materials 
meeting the criteria in the law of being cheaper to store and which entailed less 
loss due to deterioration, establishing a ceiling of $500 million for such trans- 
actions unless additional authority is granted by the Congress. 

The measure also substitutes the term “agricultural commodities” for the word 
“food” in section 416 of the Agricultural Act of 1949, which is also included in 
Public Law 480, by reference, to make fibers, such as cotton, eligible, as well as 
food for relief programs in the United States and abroad. 


The Cramman. Well, now, Senator Humphrey, do you have an 
analysis of how much less would we get in credits than now prevail ? 
As I understand the average is about 60 percent, is it not? 
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Mr. Garnett. Yes, sir. 

The Cuatrman. 60 percent of the sales we get in I O U’s, that is 
some kind of form of credit. 

Mr. Garnett. This has been the average up to this time. 

The Cuatrman. Now, I wonder if we could make an analysis of 
Senator Humphrey’s suggestion and find out the extend to which 
this 60 percent would be reduced ? 

Senator Humpurey. I think it would be very helpful if the De- 
partment would do so—we would be glad to cooperate with the 
Department in making that analysis. 

Of course, under the provisions which we suggest, Mr. Chairman, 
it would be hard to really analyze exactly as to what the costs would 
be, because it would depend upon participation. 

The Cuarrman. But you could make a minimum and a maximum, 
anyhow. 

Senator Humpnrey. Yes. I think you are correct. I think we 
should do that. And I shall make it my business to see that we do 
do it and present it to you. 

As long as we are on it, I want to say that there is not a suggestion 
in this bill that was presented but what it was testified to and vigor- 
ously supported at the time we held hearings. I don’t lay any 
claim to saying these are personal suggestions. There are a few of 
them very helpful from a clarifying point of view. 

I am convinced that many of the programs that we use overseas 
in dollars would be implemented and made much more effective by 
the use of some of these for eign currencies, 

Mr. Garnett. I just w ant to make sure of the section you want us 
to analyze. 

The Cuarrman. May I suggest this, Mr. Garnett: Before we enact 
this bill, or report a bill out, I would like to have a thorough anal- 
ysis—and this is Senator Humphrey’ s bill. When we meet soon, in 
order to consider an extension of Public Law 480, we are going 
to also consider Senator Humphrey’s bill and any others before us. 
So let us have that as soon as you can. The quicker the better. I 
hope to get this out, if possible, maybe next week. 

All right, thank you, Mr. Whatley. 

Mr. Wuattey. Mr. Chairman, I have one more proposal if you 
have time—that title II be put in the same legal category as title ITT, 
which is now permanent legislation. 

The substance of title IT was originally proposed by the executive 
branch to be permanent legislation in 1953. Unfortunately, politi- 
cally it got bogged down because there was no monetary limitation 
and the ‘Congress thought this was an open ended thing to permit 
CCC to be drained of all its resources. 

But it is a necessary implement of our foreign policy. I think we 
will always have certain surpluses in CCC stocks of some commodities 
which could be used in cases of disaster, and should be used, without 
the necessity of several months hearings and additional bills before 
Congress. 

Some day title I will expire and will not be renewed. The title 1 
program is so large, the Congress, of course, would not consent to 
renew it indefinitely. 

But title IT, a small program, if it were limited to $200 million 
annually, I believe there would be no objection, in the Congress. Also, 
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I understand that the executive branch would have no objection to 
such an amendment, even though it was not proposed by them. 

The Cuairman. Well, Mr. Garnett, what 1 wish you would do also 
is to take the suggestions made by the witness, Mr. Whatley, and let 
us have your views on what he suggests. 

Senator Youns. Mr. Chairman, in a trip I took last fall around the 
world I had much the same objective in mind Mr. Whatley did—that 
of finding more uses of this foreign currency we were accumulating 
under Public Law 480 and to find more ways of using this currency 
in lieu of dollar expenditures. I intend to write the Bureau of the 
Budget and have them dig into it further. I think they can find many 
ways. 

For example, if they would send a questionnaire to all of our ambas- 
sadors around the world, I think they would get many good sug- 
gestions as to how you could use these currencies in lieu of United 
States dollars. 

I think there ought to be a better accounting system, a better list- 
ing of these various appropriations so this could be rightly charged, 
and lease a part of it, to mutual aid, rather than a giveaway program 
to farmers, as most people think. 

The Cuatrman. All right, any further questions ? 

If not, the committee will stand 

Senator Humrurey. Mr. Chairman, are you going to have the 
State Department over here on this long-staple cotton issue, because 
I have a reason for suggesting that they be brought here. I have 
to discuss this matter in executive session with you. 

The Cuarrman. Off the record. 

(Discussion off the record.) 

Senator Humrnery. I cannot quite appreciate the discrimination 
which is made on long-staple cotton in hght of what I know to be 
some other actions on the part of our Government relating to countries 
that apparently we would be competing with on trade relating to this 
cotton. I mean there is a complete divergence of foreign policy ac- 
tivity in the way you are treating the cotton sales under Public Law 
480, and the way we are treating a CARE program with a country 
that may be involved tradewise with long-staple cotton. 

And I would like to find out from the Department of State why 
this upside-down type of treatment. They may have a good reason, 
but I don’t quite understand it. 

The Cuarrman. Well, I hope to have the State Department repre- 
sentative here as well as Mr. Garnett and Mr. Mann just before we 
report the bill out, and make a determination as to these amendments 
that have been proposed, and particularly your bill. 

Senator Humprurey. I shall speak to Mr. Garnett about this my- 
self. Ithink he knows of my concern about it. 

I want to underscore what Senator Young said with reference to 
our ambassadors and embassies. I found this in my journey, and I am 
sure that Senator Ellender found it too. I went to seven countries 
with this particular objective of studying our food program. And 
I can say that the lack of knowledge in the embassies relating to 
Public Law 480 and how it can be applied, and particularly the dili- 
gence of the use of the foreign currencies generated, is something that 
was not very pleasing to me. 
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I found every foreign officer, in the foreign ministry of every coun- 
try I went, much more cognizant of Public Law 480 than our own 

as And I can say with equal candor that in the Department of 
State, where the economic planning goes on, I did not find the alertness 
and the minute detailed knowledge of Public Law 480 that ought to be 
there. 

This has been taken as almost an agricultural program, per se. The 
Department of Agriculture knows it in and out. And I pay tribute 
to those who manage this, and you, Mr. Garnett, very much—you 
have done a competent job. 

But I don’t think there has been the same kind of understanding— 
and I don’t say this is willful, it is just that it has not happened—in the 
Foreign Service relating to ‘the use of Public Law 480 as an instru- 
ment for our foreign policy, and surely as an economic instrument. 

Senator Youne. That is particularly true of certain officials. More 
and more are becoming interested but some are still disinterested. 

Senator Humrnrey. I just wanted to concur in your observation 
on that, because I certainly agree. 

The CrarrMan. May I say to my two good friends that on all of 
my visits abroad I have made the assertion that the State Department 
is woefully negligent in not telling our foreign representatives the 
condition of our own economy. 

In making up these huge budgets for foreign aid, for instance, they 
don’t know the impact that it is going to have on our own economy. 

And I have been urging the same thing you two gentlemen have 
been urging for Public Law 480 insofar as foreign aid is concerned. 
And I am satisfied that if that were done, it is entirely possible that 
those who make up our budget would probably look at it in a different 
light. 

“Now, as you know, what happens abroad, is that these budgets are 
made, not by members of the host country, but by our own people. 
So I have been contending that they ought to be familiar with our 
own economy, and the impact it is going to have by continuing to 
increase foreign-aid grants and loans and what have you. 

Is there anything further? If not, the committee will stand 
recess until further orders from the chairman. 

(Whereupon, at 11:30 p. m. the committee recessed, to meet at the 
call of the chairman.) 


x 





